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AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


THURSDAY, MAY 5, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE ON LABOR OF THE, 
CoMMITTEE ON LABor AND Pusiic WELFARE, 
Washington, dD UU. 


The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 201, Senate Office Building, Senator Paul H. Douglas (chair 
man) presiding. 

Present : Senators Douglas and McNamara. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members, and Dr. Fred H. Blum, consultant. 

(The following letter, received by the committee on May 18, was 
placed in the record at this point.) 


UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, May 18, 19565 
The Honorable Paut H. Dovétas, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 

DEAR SENATOR Doucitas: When I testified in April on Fair Labor Standards 
Act amendments which are under consideration by your subcommittee, I in 
formed you that we were still in the process of studying proposed changes 
dealing with wage-hour administration in Puerto Rico and the Virgin Islands, 
and we had not yet completed the formulation of our position. I have now had 
the opportunity to discuss this matter with all the interested parties, including 
the Government of Puerto Rico. The following are our views on this subject 
including the changes proposed in S. 662 and 8S. 770. 

The principle of flexible industry-by-industry determinations in the fixing and 
revision of minimum-wage rates for the islands should be retained. There is a 
need to retain minimum-wage procedures that are flexible as well as sensitive 
to the demands of changing industrial conditions in the islands. 

Under a flexible approach, it would be desirable to have existing island rates 
in all industries reviewed and readjusted at this time in the light of any new 
general minimum-wage level that the Congress might‘adopt. Immediate em- 
phasis could be placed upon the rates in those industries which compete sub- 
stantially with mainland industries. It is suggested that consideration be given 
to the establishment of a special committee to review existing rates expeditiously 
and to make its recommendations, to the extent that it is practical to do so, 
before the effective date of any general minimum-wage increase so that the 
new rates may become effective at the same time on the mainland and in the 
islands. 

With respect to the problem of maintaining a continuing review of island 
rates to assure the raising of the minimum floor in each industry as rapidly as 
possible to the level of the general minimum as contemplated by the act, the 
solution appears to be threefold: (a) adequate appropriations to carry out a 
complete program of industry committee review of all industries frequently 
and periodically; (6) administrative action to reduce and to keep to a mini- 
mum the time required to collect the facts, conduct investigations and afford 
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interested persons a full and fair opportunity to present their positions with 
respect to the adoption of revised rates; and (c) a legislative change which is 
necessary to telescope some of the present procedures required by the act. 

You will be interested to know that the Wage and Hour and Public Contracts 
Divisions are moving on the administrative side to streamline procedures with 
respect to the industry committee hearings a scheduled this summer in Puerto 
Rico, while preserving to all parties adequate opportunity for presentation of 
their cases. The legislative improvement which would be worthwhile is the 
elimination of the second administrative hearing which has proved to be un- 
productive although expensive and time-consuming. 

Although there would be 1 instead of 2 administrative hearings, the rights 
of the parties against error of all kinds would be fully protected by affording 
two types of appeals: one, an appeal to the Administrator of the Wage and 
Hour Division from any erroneous material in the record used to support any 
recommendations to the Administrator by the industry committee, and, two, 
a review of the decision of the Administrator as to any specific determination 
he may make based upon such recommendation before the determination be- 
comes final. 

Since island industry, wage order rates should be reviewed frequently and 
periodically, I believe that this objective would be facilitated if the Congress 
would express this intention in the act itself. It would be unnecessary to 
specify any particular number of industry committee hearings that must be 
held each year because different committees proceed at different speeds because 
of the nature of their investigations and the number of industries reviewed. 
The discharge of the law’s intention would be a matter of adequate appropria- 
tion and effective administration to do the job intended by the Congress. 

I believe that through consultation with all affected interests these investiga- 
tions can be conducted in a spirit of understanding, fair play, and effective 
factfinding in the public interst. We shall be pleased at your request to draft 
amendatory language which would illustrate any legislative changes contem 
plated by these views. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


Senator Dovetas. The subcommittee will come to order. 

We are very happy to have here representatives from the Common- 
wealth of Puerto Rico and the Dinas balaoda 

I am going to ask our friend, Dr. Ferndés, the Resident Commission- 
er of Puerto Rico, to give us testimony. We are very glad to see 
you, Dr. Ferndés. 


STATEMENT OF DR. A. FERNOS-ISERN, RESIDENT COMMISSIONER 
OF PUERTO RICO 


Dr. Fernés. Thank you. 

Mr. Chairman, I thank the committee for this opportunity to appear 
and give my views on the amendments to the Fair Labor Standards 
Act, now under consideration, as specifically applicable in Puerto 
Rico. Before going into the problem, I should like to sketch the 
Puerto Rican economic situation which such amendments would so 
profoundly infiuence. 

Puerto Rico has a population of 2,250,000, but there are only 3,500 
square miles of territory, half of it arable. 

Senator Dovexas. It is almost the most densely populated country 
in the world. 

Dr. Fernés. Almost. I think Holland and Belgium come first, but 
they are highly industrialized. 

Senator Dovetas. Yes. 

Dr. Frernés. The main product is cane sugar. Under the Sugar 
Act, Puerto Rico has a quota of 1,080,000 tons for marketing in the 





a as 


ei ete: Salli: Hie tA oc Ne ti 6 Es lA itm 8 eg aE oc 


Be. han. Che lina telah MER a 


OM tn At TOE s,m Pt AL EIN Ne ee 


| 
. 
| 








ee Nee A a ee tlt on Ati DG nt a RABEL aj tNR ia RMI! Sh = al 


te are ethno 


wea 


ee ees 2 ean it TE LP ASS TION oO 


AMEND FAIR LABOR STANDARDS ACT OF 1938 1253 
mainland. Puerto Rico is capable of producing much more. At the 
present, there is cane in the fields for 180,000 tons additional. We 
will not be able to harvest it under the quota limitations. 

Under the law, Puerto Rico is prevented from refining its quota 
sugar except for a mere 126,000 tons which it may sell refined. This 
has been true since 1934. The remaining 954,000 tons must be sold 
raw to mainland refiners. Thus Puerto Rico is deprived of an annua! 
income which has been estimated at $20 million. 

Senator Dovenias. Dr. Fernds, this is the last remnant of colonial- 
ism, isn’t it, in the relationship between the United States and Puerto 
Rico? 

Dr. Fernés. At least it has the looks of it. 

Senator Dove.as. But isn’t it the last remnant ‘ 

Dr, Fernoés. Practically, yes. I mean, anything else would be just 
a minor or procedural matter. 

With more than 600 people per square mile, it is impossible for 
Puerto Rico to live on sugar, or, for that matter agriculture alone. 
Industrialization is the only answer. Our population has been grow 
ing rapidly, but industrialization did not come as the population grew. 
Unemployment mushroomed until there was created an army of 
chronically unemployed. At present, its strength is 96,000. The 
average per capita income in Puerto Rico is about half the average 
of the lowest-income State. 

Puerto Rico lives within the United States tariff system and also 
within the coastwise shipping laws of the United States. The same 
rates of duty are paid in Pieri Rico on imports from foreign coun 
tries as are paid in the mainland, the only exception being coffee. 

Senator Doucxias. In justice, of course, you should say if you were a 
completely independent country outside the American tariff system, 
the tariff on sugar would apply to you. 

Dr, Fernos. That is correct. 

Senator Dove.as. This would be a deathblow to Puerto Rico. 

Dr. Fernos, Certainly. 

Senator Doveias. So that the free entry of 1,080,000 tons of sugar 
:nto the United States is really the godsend to your island. 

Dr. Frernos. It is the mainstay of our economy, and nothing I say 
here is intended to find fault with the present arrangement. 

Senator Doveias. We know that you are not a member of the 
Nationalist Party. 

Dr, Fernoés. Of course not. I am just trying to describe what is 
the framework within which our economy develops. 

Senator Dougias. I wanted to make the record clear. 

Dr. Fernos. I thank you. 

Coffee is one of the main Puerto Rican products. It is protected 
within Puerto Rico by a tariff, but has no protection, whatsoever, in 
the mainland. Living costs in Puerto Rico, at comparable levels, 
according to official figures from the Department of Labor of the 
United States, are higher than in Washington. 

Ninety-five percent of our imports are purchased in continental 
United States. We purchase half of our foodstuffs from the States; 
the other half we grow locally. Puerto Rico is the sixth largest pur- 
chaser of mainland products in the entire world. Last year, Puerto 
Rico bought $480 million worth of goods from the United States, 
while it sold $335 millions worth. 
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Senator Doveias. In other words, it helps us, as well as you. 

Dr. Fernés. However, that is the balance of trade, but there are 
other sources of income in Puerto Rico, and therefore, we are not 
running into debt. 

Senator Doveras. T understand. 

Dr. Fernés, So here we have the problem of an underdeveloped area 
with very difficult problems to overcome; a dense population, scant 
natural resources, high costs of living, serious chronic unemployment, 
subsequent low standards of living. 

The obvious solution is greater production. We may not produce 
more sugar because of the restrictions of law. 

Senator Dove Las. May T saw that as a believer in freer trade, I am 
one of the Members of the United States Senate who thinks it would 
be a better plan if we got our sugar from Puerto Rico instead of get- 
ting as much high-cost sugar from the mainland of this country. 
I think I was 1 of perhaps 4 Senators who opposed the Sugar Act of 
L950. 

Dr. Fernés. Well, Senator, I wish to say that even though T am 
pointing out the limitations that the Sugar Act imposes on Puerto 
Rico as to the overall quota, T believe the law is very good one, in the 
sense that it is the only way that areas like Puerto Rico could produce 
sugar. Wecertainly could not compete in an open market with Cuba. 

Senator Doveias, Oh, you can’t compete with Cuba. 

Dr. Fernés. We can’t compete with Cuba. 

Senator Doverias. Could you compete with Santo Domingo? 

Dr. Fernés. Much less. Santo Domingo can produce at a lower 
cost, maybe, than even Cuba. 

Senator Doveras. So you become protectionists, then ? 

Dr. Fernos. In that sense; yes. 

Senator Doveias. Was it General Winfield Hancock Scott who said 
that tariff is a local issue? 

Dr. Fernoés. T am not finding fault with the Sugar Act, nor with the 
limitations for the quota. If we are to have a fair price, we cannot 
have all the sugar we can produce. We must take a choice, and we 
have taken the choice of controlled production with a more reasonable 
price. However, I should qualify that by saying that I speak of the 
overall raw sugar quota. 

I don’t feel the same, of course, about the refined sugar quota, 
That is, I think, unnecessary in the law. 

We may not refine our sugar because of the restrictions in the law. 
We must look, accordingly, for other avenues in order to industrialize. 

Puerto Rico is 1,600 miles southeast of New York, and most people 
think of it as a tropical country which it is, of course; but “tropical” 
to the uninformed connotes the jungle, with backward natives as part 
of the fauna and flora. 

Senator Dovetas. Dr. Ferndés, that illusion has largely been created 
by the paintings of Henri Rousseau, “Le Douanier” of France, which 
has given to the semisophisticates of New York the idea that the 
tropics are as Rousseau remembered them from his adventure with 
Maximilian in 1865. Only the uninformed residents of the Atlantic 
seaboard would have such ideas as that. 

Dr. Fernés. Not in the Middle West? 

Senator Dovetas. No. 
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Dr. Fernos. It takes considerable effort to convince many that 
Puerto Rico is a new world, modern community witha progressive, in 
telligent popul: ition ; that it is a place where industry may thrive. 

Puerto Rico has endeavored to encourage this. T his effort is what 
we call operation bootstrap. Puerto Rico has to attract industry. 

We have a good school system, which we are doing our best to ex- 
pand. However, we still are without enough schools. It is easy to see 
why the Commonwealth, in order to meet this urgent need, tries to 
raise as much tax revenue as possible. School needs are only one 
example of the great deal that needs to be done. There are other 
needs—hospitals, water supplies, roads, housing and slum clearance, 
rural electrification, et cetera. 

However, the greater need is for the people to live, to exist, to keep 
alive. We desperate ly need to create jobs for the unemployed, whom 
the community can certainly not support except at the most meager 
levels of existence. A choice had to be made between more jobs and 
more taxes. The decision was to forego taxes on new industries if. 
thereby, hew indust ries would be established and jobs created, 

Naturally, wages, at the beginning, necessarily had to be below 
mainland standards. This reality had to be accepted, not that we 
want runaway industries—the record of the Commonwealth govern 
ment in granting tax exemptions speaks for itself—but we simply 
endeavor to share in the expansion of United States industry. 

Gross private investments in the United States in 1954 totaled 
$46,100 million. Inthe same year, gross private investments in Puerto 
Rico totaled S139 million. if Puerto Rico had shared proportion 
ately, the gross private investment in the island in 1954 would have 
been $513 million. 

There is not question that wages should be decent; that they should 
provide and allow for a respect: able standard of living. But we must 
face the reality that nonexistent wages allow for no standard of living 
at all. We have to be practical. For new industries to venture into 
Puerto Rico, we had to make the sacrifice of temporarily accepting 
lower wages than we ultimately expect to have. 

When the Fair Labor Standards Act was first enacted, it was made 
applicable to Puerto Rico, At 25 cents per hour, it played havoc with 
our needle industry which has to compete with the Philippine industry. 
The law created widespread une mployme nt. At the very low wages 
the needlework industry was paying in Puerto Rico, it still was a wage 
which kept the household together. When the Fair Labor Standards 
Act was extended to Puerto Rico, as in the mainland, it meant for 
many no employment, no wages. 

I must express my ¢ andid opinion that the remedy should have been 
toexempt Puerto Rico from the : sapere of the fair labor standards 
law of the mainland, and leave Puerto Rico to adopt its own Fair 
Labor Minimum Wage Act, as it subsequently did, and to allow or 
ranized labor further to improve wages in Puerto Rico by collective 
et as local conditions would permit. 

A different course was taken. The Federal law was amended to 
allow Puerto Rico to be exempted from the mainland wage rates, 
wherever necessary, as found by industry committees, created to de 
termine the minimum wage rates to be paid in Puerto Rico on an 
industry-by-industry basis. 
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As guiding criteria for the committees, it was stated in the law that 
while the w ages in Puerto Rico should not be so high as to create un- 
employment, they should not be so low as to give Puerto Rican indus- 
try advantages \ over mainland industries. More than a minimum 
wage law, it 1s, in fact, a new form of protective tariff akin to, although, 
of course, with different results, as the restrictions on refined sugar. 

For it is tempered by the yroviso that wages may not be so high as 
to create unemployment, Thereby, it was a tariff with beneficient 
results both in the island and the mainland. 

The industrial committees have been trying to follow the rule. The 
result has been a tremendous relative increase in the Puerto Rico wage 
rates. The Secretary of Labor of Puerto Rico will give you the figures 
on the increases. 

There are now proposals before this committee to increase the main- 
land wage from 75 to 90 cents, or to $1 or to $1.25. Proposals are also 
before this committee which would increase w ages in Puerto Rico by 
a flat amount equal to the mainland increase. T he system in the main- 
land is to establish a statutory minimum wage which serves as a floor 
to the wage structure. 

Because of union activities, the prevailing wages in the mainland 
are, on the average, more than twice as high as the minimum. In 
Puerto Rico, the law ev idently follows a different philosophy. Each 
industry must pay the highest wage it can pay without hardship. 
Therefore, the law is not a minimum wage law in Puerto Rico. It is, 
instead, in practice, a prevailing wage law, except in a few cases, 

The proposal now made concerning Puerto Rico combines the 2 
systems into 1. To the prevailing wages heretofore set by industry 
committees, is to be added an amount equal to the mainland statutory 
minimum wage increase. 

In the mainland, the payrolls may be affected only in a few indus- 
tries in a few localities. In Puerto Rico, it would mean a real overall 
increase in the payroll. It would be fine for the Puerto Rican workers 
and a boon to the Puerto Rican economy if it did not mean killing the 
goose that laid the golden egg. 

The tariff feature of the present law would be maintained, doing 
away, however, with the safeguard which now provides against pos- 
sible resulting unemployment in Puerto Rico. The increase would 
apply whether it created unemployment or not. We would substi- 
tute the rule of thumb for the rule of reason. 

Perhaps the industrial committees have not met often enough. 
Perhaps more energetic action on the part of the committees could 
have brought about more rapid increases in the Puerto Rico wage 
levels. But that does not mean that the philosophy applied to Puerto 
Rico is wrong. It means that the agency to iniplenent the philosophy 
should be improved, 

There may be industries in Puerto Rico able to pay an increase of 
25 cents per hour. Some are paying the mainland minimum of 75 
cents. But what of the handicraft industries, which compete in the 
mainland, not with mainland industry, but with imports from the 
Philippines, where there is no such minimum-wage law, and where 
wages are a mere fraction of wages paid in Puerto Rico, and which 
imports enter the United States duty free? 

It is obvious, therefore, that this mining of the two philosophies is 
wrong; that it would create hardship in Puerto Rico; that it would 
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at least jeopardize and might well wither and dry up the Puerto 
Rican economy. It would nullify the industrial progress of 10 years. 
“Operation Bootstrap” might become “Operation Retreat to Despera 
tion.” 

I submit that at this stage of industrial development in Puerto 
Rico it would be impossible to try to apply there the same criteria as 
in the mainland. We are now, industrially, where the United States 
was 50 to 100 years ago. Rigidly to apply the same increases as in 
the mainland to the present wage levels in Puerto Rico is to decide a 
question of the gay nineties with 1955 standards. 

I submit that if there is dissatisfaction with the work of the indus 
trial committees, there are suitable remedies available. The first 
would be for Congress to make more money available for the com 
mittees. So little was appropriated last year that the Commonwealth 
of Puerto Rico had to supplement with its own funds and appropri 
ated $25,000 for use in connection with industrial committees’ work. 

Instead of sporadic committees, we could have a permanent com 
mittee. On that score, Puerto Rico would be willing to participat 
half and half, 

| emphasize that the people of Puerto Rico are United States citi 
zens. ‘They have the instinct of survival. It is because we have such 
heavy unemployment, and such serious underemployment in Puerto 
Rico, that large numbers of migrants from Puerto Rico come to the 
mainland. It is obvious that with improvements in economic condi 
tions in Puerto Rico the number of migrants has decreased. 

The net figures are as follows: 


Vet migration from Puerto Rico 


1952 HD, 182 
1953 63, 124 
1954 29 OOO 


It is apparent that if conditions were, by the law, seriously affected 
in Puerto Rico, and unemployment worsened, the result would be 
lower purchasing power for the people and, consequently, still greater 
migration to the mainland. This would boomerang on mainlaind in 
dustry in more ways than one. 

No less than 200,000 workers are employed in the United States 
mainland on the basis of purchases by Puerto Rico; that is possible 
because of the present purchasing power of Puerto Rican consumers. 

While Puerto Ricans are citizens of the United States, they love 
their native island in the sunny Caribbean. ‘They are used to their 
local ways of life, and they are contented to take as compensation 
relatively lower wages as long as unavoidable, if they can enjoy their 
climate, the refreshing breezes, familiar tropical landscape, and the 
company of beloved families. After all, a great number of tourists 
save and pay to enjoy Puerto Rico. 

But if staying in the island would mean starvation, not only would 
Puerto Ricans continue to flock to the strange, forbidding gloom of 
the New York slums, they would go anywhere they could find food, 
shelter, and the other necessities of life. Migration, always hazardous 
and painful, is spurred by a hope where there is no other hope. 

Senator Dovetas. How many Puerto Ricans do you estimate there 
are now living in the United States? 
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Dr. Frernés. The last figure I have seen is about half a million, but 
that would include not only Puerto Ricans actually born in Puerto 
Rico, but maybe first generation. 

Senator Doveias. How many of those are in New York City ? 

Dr. Fernés. 1 wouldn’t place it at less than 80 percent or 85; 
maybe more. 

Senator Doveras. Around 400,000, then, are in New York? 

Dr, Fernoés. I would say so; yes, sir. 

Mr. Chairman, the matter, after all, is not so complicated. It 
evolves to this question: Are we going to give Puerto Rico a chance 
to develop industrially, to establish itself industr ially, to earn its own 
way, to pick up and catch up with the mainland fellow citizens? 
When we do, we do not need a Federal or a Commonwealth minimum- 
wage law of this type. 

Minimum-wage laws are not supposed to determine prevailing 
wages. | repeat, they are supposed to establish a floor upon which 
to build through unionized labor action. But the very fact that 
unionized labor in Puerto Rico has been unable to establish a prevail- 
ing wage above minimum wages as set by law—maybe in a few in- 
stances, but very few—indic: ites that it is equally idle to try to increase 
prevailing wages by legislative fiat. 

In other words, time must be allowed so that conditions may exist 
when, even without law, labor conditions will permit decent wages 
to exist. 

This is a matter which requires special study. The problem at hand 
is quite different from that found in the States. May I suggest that 
before reporting any recommendations with respect to minimum wages 
in Puerto Rico, the subcommittee visit Puerto Rico and observe condi- 
tions at firsthand? I venture to say it would then be in a better 
position to recommend legislation to get more gold for the workers 
without killing the goose. 

As to the suggestion to visit Puerto Rico—I should like to add that, 
personally, I would be delighted to have you, Senator, and the com- 
mittee visit us. 

Senator Doveras. I appreciate the invitation, but if the committee 
goes, it will go at its own expense, and will not stay at the Hilton 
Hotel. 

Dr. Frrnos. I understood that. 

Senator Dovenas. We would seek out some modest pension to stay. 

Dr. Fernés. It would be a satisfaction to us to have the committee 
there, even if we didn’t have the satisfaction of having them as our 
guests. 

Senator Doveras. Thank you. 

The next witness is the Honorable Fernando Sierra Berdecia, Sec- 
retary of Labor of Puerto Rico. 


STATEMENT OF FERNANDO SIERRA BERDECIA, SECRETARY OF 
LABOR OF PUERTO RICO 


Mr. Sterra. My name is Fernando Sierra Berdecia. I am the Sec- 
retary of Labor of the Commonwealth of Puerto Rico. 

At the outset, 1 wish to state that my government is unequivocally 
in favor of a‘continuing upward revision ‘of minimum w ages through- 
out Puerto Rico. 
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You must understand that minimum wage rates in Puerto Rico. 
unlike the minimum wage rates in the United States, are, for all prac 
tical purposes, prevailing rates. I am fully aware that when I am 
talking about minimum wages in Puerto Rico, | am really talking pre 
vailing wages. You should be similarly aware that when you are 
legislating minimum wages for Puerto Rico, you are actually legislat 
ing prevailing wages. 

Since 1940, it has been our policy to raise the wage standards of 
every industry in Puerto Rico as rapidly as possible, and to the highest 
possible level consistent with enabling that industry to remain in busi 
ness and thus to continue to be a source of production and employment. 

This means that the wage level of each industry must be consistent 
with its productivity. By productivity, I do not mean the efficiency 
of labor alone. I can say, categorically, that our workers are as 
efficient as any in the world. 

By productivity, I mean the ability to produce goods in a given 
period of time, taking into consideration not only labor efficiency, but 
the availability of modern capital and modern management, and the 
availability and flow of supplies necessary to permit continuous out 
put w ithout undue stoppages of production. 

The United States Congress and the Puerto Rican Legislature. 
recognizing that wages must be continually raised in Puerto Rico 
and that minimum w age rates are prevailing rates, have incorporated 
into their legislation the principle that such wages should be dete 
mined on an industry-by-industry basis. 

This flexible approach has assured the establishment of the highe 
rates which each industry can afford without having to curtail pro 
duction and thus create unemployment. 

For reasons which will become obvious later in my statement, we 
strongly urge that the flexible industry-by-industry approach be re 
tained in Puerto Rico both for the establishment and the revision of 
minimum-wage rates. 

Before proc ceeding with my detailed discussion of the above points, 
I should like to review briefly for you the social and economic de 
velopment of Puerto Rico since 1940. 

Prior to 1940, Puerto Rico had an almost entirely agrarian econ- 
omy, and was almost entirely dependent upon one crop—sugar. The 
lack of fertile soil and the extreme density of the population—at pres- 
ent over 630 persons per square mile—make this a highly unsatisfac 
tory basis for the Puerto Rican economy. 

In fact, as recently as 1940, Puerto Rico was a land of poverty. 
Senator Doveras. You speak of Puerto Rico being » land of pov 
erty. Isn’t it unfortunately true that the entire ( ‘aribbes an area is a 
land of poverty with the possible exception of areas around Havana ? 

Mr. Srerra. That is right. I feel that Puerto Rico in 1940, was at 
the same level with the rest of the Caribbean area. You find that 
wages in Haiti are around 50 cents or $1 a day at the present time. 
We were in the same position before 1940. 

Unemployment was rampant, sweatshop conditions were typical, and 
wages were as low as 5 cents an hour in some industries. By many, it 


was considered a land without hope, and it was often called the stricken 


land. 
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But in 1940 a new political party, known as the Popular Democratic 
Party, came into power. Under the leadership of Luis Munoz Marin, 
our present governor, the people of Puerto Rico decided that it was 
time to stop looking toward the Federal Government for handouts, 
and time to do something about their own future and initiated Opera- 
tion Bootstrap. 

This has proved to be a profitable and progressive policy for Puerto 
Rico. Economic conditions have immensely improved since 1940, 
tremendous progress has been made toward the Medaciion of pov- 
erty, and the entire standard of living has undergone changes of 
great significance. These facts have been continually reflected in the 
present government's ever-increasing support by the people in Puerto 
Rico. 

Although I shall discuss primarily the changes which have taken 
place during the period from 1940 to 1954, you must remember that 
the major changes have actually occurred since 1945 because much 
of the program started in 1940 was interrupted by World War II. 

Let us begin with health standards. In 1940, the death rate in 
Puerto Rico was 18.4 per thousand. By 1954, it had dropped to 7.7 
per thousand—a decrease of 60 percent. As a result of this decrease, 
life expectancy rose from 46 years in 1940 to 61 years in 1954. 

Senator Dougias. In other words, you virtually obliterated time, 
because in 14 years you increased life expectancy by 15 years. 

Mr. Sierra. That is right. 

Senator Doueias. And, therefore, in the Einsteinian sense of rela- 
tivity, you gained a year during this period. 

Mr. Sierra. That is right. 

This means that during the past 15 years, life expectancy has been 
increasing at the rate of 1 year each year. Such a rate of increase 
will not, I believe, be found in any other region of the world. 

I want to emphasize that this great decrease in the death rate, and 
great increase in life expectancy, have come about not as a result of 
mere accident, but as a result of general economic improvement and 
a commonwealthwide government program of health education, appli- 
cation of modern public health measures for the prevention and treat- 
ment of disease. 

Let us turn now to education, another important aspect of the 
standard of living, and one which will have important consequences 
for future generations. 

In 1940, less than 300,000 persons were enrolled in educational insti- 
tutions in Puerto Rico. In 1954, almost 600,000 were enrolled. Thus, 
in a period of only 15 years, our school enrollment has nearly doubled. 
And in the same period, the Puerto Rico government’s expenditures 
for education have increased from only $7 million to $38 million. 
This represents an increase from $24 a pupil in 1940 to $65 a pupil in 
1954. 

I have a chart to show you, 

Senator Dova.as. Yes. 

Mr. Srerra. Now, let us proceed to the heart of our standard of 
living—the standard of living of our wage earners. Recently com- 
pleted surveys of family incomes undertaken by the Puerto Rican 
Department of Labor—my department—show that the average income 
of wage earners’ families rose from $360 in 1941 to $1,081 in 1952 and 
to $1,180 in 1953. 
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This represents an increase in real income—that is, after adjusting 
for the rise in cost of living during this period—of slightly over 5 per 
cent each year, or a total increase in real income of 82 percent in 12 
years. 

Senator Douvetas. That is an increase in real income ! 

Mr. Srerra. Yes. Al] deductions have been made because of the 
increase in cost of living. 

This rate of increase in real income is unprecedented in any other 
country, including the United States as a whole. The details are 
shown in table I, at the conclusion of my statement. 

I have spoken of the average income of wage-earners’ families. 
Now let us see what has happened in terms of the total income of 
Puerto Rico. In 1940, Puerto Rico’s total income was $228 million; 
in 1954, it was $971 million, an increase of 326 percent. During these 
same years, total wages and salaries rose from $117 million to $558 
million, an increase of 376 percent. 

Thus, wages and salaries increased from 52 percent of Puerto Rico's 
national income in 1940 to 58 percent in 1954. This clearly demon 
strates the fact that industrial expansion is not being carried out at 
the expense of labor. Not only has the total size of the pie signifi 

cantly increased, but labor is getting a larger piece of the larger pie. 

Both of these facts are e learly shown in this chart. 

Gentlemen, after examining these facts, you must agree with me 
that increased incomes have been passed on to our wage-earning fam- 
ilies as quickly as possible, and at rates which are certainly consistent 
with those of any modern industrial country. 

You may also be interested in the fact that among Latin American 
countries, Puerto Rico ranks second only to Argentina in per capita 
gross national product. The per capita product for Puerto Rico is 
$469, as compared, for example, with $457 in Venezuela, $454 for 
Cuba, $199 in Mexico, $278 for Brazil, and $62 for Haiti. 

I have these facts in the form of a chart. 

I must also remind you of one very important fact: The tremen- 
dous changes in the standard of living of Puerto Ricans have been 
made in the face of a fairly high level of unemployment. As late as 
1954, average unemployment was 97,000, or approximately 15 percent 
of our labor force. The details on this are shown in table II. 

This is a problem which remains to be solved. We have both the 
task of creating jobs for those presently unemployed, and the addi 
tional task of preparing for the increases in our labor force resulting 
from increases in population. 

Not only are people remaining in the labor force longer than ever 
before but an ever-increasing number, now about 20,000 per year, are 
reaching employment age and enter ing the labor force. 

Senator Dovetas. You have given us the death rate, which has 
fallen to about eight. What is your birth rate at present ? 

Mr. Sterra. It is very high. Thirty-five per thousand. 

Senator Doveras. So you have a net population growth of around 
27 to a thousand. It is a net growth of roughly 60,000 people per 
year. 

Mr. Srerra. That is right. 

In addition, if our sugar industry is to remain competitive with 
other domestic areas of the United States, we must eventually mecha- 
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nize our agricultural operations. Unless we are able to provide jobs 
in industry, as envisioned by our industrial program, this will mean a 
further increase in unemployment. 

Let me say that, as United States citizens, we would like to attain 
the same standard of living that prevails on the mainland. We are 
still far below the average for the United States. However, we recog- 
nize that it takes a considerable amount of time to reach such a goal. 
We are happy with our progress; but we recognize that our unem- 
ployed persons, as well as those who are under employed, are seeking 
jobs elsewhere—with the result that there has been a tremendous mi- 
gration movement to the United States. 

Of course, since Puerto Ricans are United States citizens, they are 
free to decide where they want to live. But it is our desire to de- 
velop an economy which will encourage Puerto Ricans to remain in 
Puerto Rico by providing them with employment opportunities and 
with a high standard of living, so that they w ill be able to enjoy, to 
an ever-increasing extent, the adv: antages of modern industrial civili- 
zation. 

Senator Doverias. Mr. Sierra, as you undoubtedly recognize, you 
have a very real problem if your population is increasing at the rate 
of 60,000 a year. Unless birth rate falls further, it means that in 25 
years, your population will have grown by a million and a half. You 
will be close to 4 million. 

Now, on 3,500 square miles, do you think it is possible to give em- 
ployment sufficient to support 4 million people? 

Mr. Sterra. Well, experience shows that if you increase the stand- 
ard of living of the people, and if you provide employment for the 
people and raise the standard of living, the problem may be solved. 

Although we hope never to be in a similar position, you have an 
area in Long Island which, being an island, being highly industrial- 
ized, has over 10 million people, and that is not supposed to be an 
overpopulated area. 

Senator Doveras. You ean hardly expect to make Puerto Rico the 
New York City of the Western Hemisphere. 

Mr. Sterra. We hope that Puerto Rico, through its economic de- 
velopment, will be able to solve this problem of a constantly increas- 
ing population. 

Senator Doveias. How much has the birth rate fallen in the last 
few years? 

Mr. Sierra. It dropped from 40 per thousand to 35 in less than 5 
years. 

Senator Doveias. But your death rate has been falling much more 
rapidly. 

Mr. Srerra. That is right. 

Senator Doveras. So that your rate of population increase has been 
mounting. 

Mr. Sterra. It is a challenging situation that we are trying to over- 
come. 

Senator Dovetas. Have you ever read the Essays of Thomas Robert 
Malthus on population ? 

Mr. Srerra. Yes. We have a problem. We have to face it one 

ray or another. We don’t run away from the problem. We try to 
do our best. How we are going to do it, I don’t think anybody has 
as yet had a definite answer ‘to, Mr. Chairman. 
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Senator Doveias. Are people in Puerto Rico really concerned about 
this problem ¢ 

Mr. Srerra. They are very concerned with this problem of over- 
population. Besides that, you know that Puerto Rico is a Catholic 
country. It is traditionally Catholic. Over 98 percent of the people 
are Catholic, and they try to face this problem in different ways 
than other people would suggest. But neon on this problem, we 
are trying to do our best and we think the ao ant thing is to try 
to create ‘employment and lift the standard of living. 

We think this can be done through education. You will see how 
we are fostering education in the island. I believe that education is 
the way to alleviate this problem. 

(For the details on employment in manufacturing industries, see 
my table IIT.) 

Thus, we have an economy based on continued upward revision of 
wages consistent with the continuing operation of our industries. 
We repudiate the low-wage economy from which we have long suf- 
fered, and from which we are attempting, by every possible device, to 
free ourselves completely. 

In fact, the tremendous progress which Puerto Rico has made pro- 
vides a dramatic illustration of industrial democracy in action. 
Puerto Rico has become a symbol to the underdeveloped countries 
of the world of what a people can accomplish through democratic 
procedures if they decide to help themselves. 

Visitors from all parts of the non-Communist world have come*to 
Puerto Rico to find out how our Commonwealth, which only 15 years 
ago was a stricken land, a land without hope, could make such great 
progress in such little time. 

The industrial system which we are developing has improved and 
will continue to improve the condition of life of our people. This 
is the real test of any industrial system, and the only real answer 
to communism in underdeveloped countries. 

As you can see from the figures I have cited, our basic policy of 
raising the standard of living is neither mere hope nor idle wish. 
Nor have we waited for congressional action alone to attain this goal. 
Rather, we have, by our own efforts, pushed ahead as forcefully as 
our state of development will permit. 

For instance, consider the following: 

A Minimum Wage Act was enacted in Puerto Rico in 1941. This 
act is administered to apply to all workers in “intrastate commerce,” 
including agricultural workers. The minimum under the various de- 
crees of the Minimum Wage Board of Puerto Rico appear in table 4 

In accordance with our belief that collective bargaining is a fac- 
tor essential to the proper determination of wage st: andards, we have 
enacted our own Labor Relations Act, the purpose of which is to pro- 
mote the growth of trade unions and of collective bargaining. This 
is known in Puerto Rico as the little Wagner act. 

Similarly, we have established a W orkmen’s C ompensation Act 
applicable to all workers, including those engaged in agriculture. 
We have also enacted a law providing at least time-and-a-half 
pay for all work in excess of 8 hours per day. We are now in the 
process of passing legislation to establish an unemployment insurance 
program. 
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It is worth pointing out that the rights of labor were incorpo- 
rated into the constitution of the Commonwealth of 1952. The con- 
stitution guarantees the right of collective bargaining, the right to 
strike and picket, and at least time-and-a-half for each hour worked 
in excess of 8 hours per day. 

All of these measures are designed to raise the standard of living 
of our workers. They provide concrete evidence of our genuine desire 
to get away from a low-wage economy. 

Let us now turn to what has actually happened to wage rates in 
Puerto Rico under the flexible industry-by-industry approach. 

From 1940 to April 1949, average earnings in manufacturing rose 
from 21 cents per hour to 45 cents per hour—an increase of 114 
percent. By April 1954, this figure had further increased to 54 cents 
per hour—an additional increase of 48 percent over 1940. Trends on 
hourly earnings are shown in Table 5. 

I should like to summarize our progress for you by pointing out 
the increases in minimum wage rates which have been accomplished 
since the enactment of the 1949 amendments to the Fair Labor Stand- 
ards Act. 

Let me emphasize again that since minimum wage rates in Puerto 
Rico are prevailing wage rates, these increases represent actual 
increases in the incomes of our wage earners. 

Since 1949, wage orders for 148 industries have been recommended 
by our industry committees and have been approved, or are waiting 
approval, by the Administrator of the Wage and Hour Division of 
the United States Department of Labor. For the details on this, 
see table 6. 

In 18 industries, the minimum wage have been increased by 5 cents 
to 9.9 cents per hour. In 18 industries, it has been increased by 10 
cents to 14.9 cents. In 36 industries it has been increased by 15 cents 
to 19.9 cents. In 20 industries it has been increased by 20 cents to 
24.9 cents. 

In 50 industries it has been increased by 25 cents, or more. In 
only five industries has the mimium wage rate been increased by less 
than 5 cents, and in only one industry has no change been recom- 
mended, 

Senator Dovueias. What are those industries ¢ 

Mr. Srerra. Those industries are mainly divisions of the needle 
trade industry and are primarily industrial homework—as contrasted 
with those who work in shops and receive higher wage rates. 

Senator Doveras. Isn’t that the industry in which wages are lowest 
in competition with the United States ? 

Mr. Srerra. We think they are in competition mostly with the 
Philippine Islands and Japan and other islands who do not have 
minimum wages and whose daily wages are a fraction of the wages 
in Puerto Rico. Of course, it 1s very difficult to say that there is 
no indirect competition. 

Senator Dovetas. What is the industry in which there is no 
change ¢ 

You say there is only one industry. 

Mr. Srerra. That is the rug industry. 

Senator Doveras. Is that a homework industry, too? 
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Mr. Sierra. Yes. There is some homework industry in that. | 
am not familiar with the industry in particular, but in making a 
study of the industries, I found that case. 

Let me translate these increases into percentages: In 13 industries, 
the minimum wage has been increased by 20 percent to 33.2 percent. 
In 93 industries, it has been increased by 33.3 percent to 99.9 percent. 
In 24 industries it has been increased by 200 percent or more. In 
only 9 industries has the minimum wage rate been increased by less 
than 20 percent. 

In brief, during this period, nearly every category of Puerto Rican 
activity, and certainly every significant category, has shown a sub- 
stantial increase in minimum wages. 

These are the incerases which have been effected since 1949. Now 
| should like to show you the type of changes which have been effected 
by single wage orders, by comparing present minimum wage rates 
with the rates which precede the latest wage order. 

In 30 industries, the minimum wage was increased by 5 cents to 
9.9 cents by the latest wage order. In 36 industries, it was increased 
by 10 cents to 14.9 cents. In 26 industries it was increased by 15 cents 
to 19.9 cents. In 12 industries it was increased by 20 cents to 24.9 
cents, and in 22 industries it was increased by 25 cents or more. 

In only 6 industries was the latest change less than 5 cents, and in 
only 4 industries was no change recommended. 

Senator Doveias. Mr. Sierra, how do these figures differ from the 
figures that you gave earlier / 

Mr. Sterra. Well, they show that the tendency of increasing wage 
orders continues. The figures in the first table are for the entire 
period between 1949 and now. The second figures are from the last 
wage order to the present wage order. 

Senator Dove.as. Yes; but weren’t you rather slow in increasing 
wages from 1949 to 1953 ? 

Mr. Sierra. I will say yes, and later on, I will make a specific 
comment on that subject. I am just giving the different increases 
among the various industries. That was not a uniform increase, but 
there were different increases, according to the ability of the industry 
to pay. That is my main point with this statement. 

Translated into percentages, the latest change meant the following 
increases: In 29 industries the minimum wage was increased by 20 
percent to 33.2 percent by the latest wage order. In 80 industries it 
was increased by 33.3 percent to 99.9 percent. In 7 industries it was 
increased by 100 percent or more. In only 20 industries was the latest 
change less than 20 percent. 

Thus, you can see that minimum wage rates have been far from 
static in Puerto Rico, and that substantial increases have been effected 
even by a single wage order. I do not wish to imply that the in- 
creases which have occurred have, in all instances, been satisfactory, 
or that wages have, by any means, reached a satisfactory level. What 
is important is that there has been a constant upward movement in 
wages with no increase in unemployment. 

In addition, I want to emphasize that the flexible industry-by- 
industry approach, in combination with Puerto Rico’s program of 
industrial expansion, has played a vital role in the Commonwealth’s 
economic progress. 
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The development of new industries and the setting of the highest 
feasible wage rates has resulted in a continuous shift of workers from 
low-paid to higher-paid employment. 

For the economy as a whole, this has meant a shift from relatively 
unproductive home industries to more productive factory-operated 
and related industries. For the worker, it has meant higher wages 
than ever before and the virtual elimination of the sweatshop condi- 
tions that prevailed prior to 1940. 

Let us take the home needlework industry as an example. In 1950, 
this industry employed 61,000 persons. By 1954, this figure had 
dropped to 29,000. Since, during this same period, factory-operated 
apparel industries have increased sharply; we know that many of 
these workers have been attracted to higher-paid employment. 

Insofar as the decrease in home needlework has occurred as a result 
of this shift to better-paid jobs, this has been a healthy development 
and one which is in complete accord with our goals of higher wages 
and industrial expansion. 

Insofar as the decrease has occurred as a result of a shift of pro- 
duction to the Philippines, Japan, and other countries, this has been 
an adverse development. 

I must add that the present picture is in striking contrast to the 
picture between 1938 and 1940, when the home needlework industry 
was practically demolished by the establishment of a fixed minimum 
wage, and the workers were thrown into the ranks of the unemployed. 

It is also important to point out that whenever other witneses have 
quoted very low wages existing in Puerto Rico, they have been re- 
ferring to home needlework and not to factory-operated industries. 

I would like to say that it is the stated policy of the Commonwealth 
government not to extend tax exemption to industrial homework. 

T shall welcome the day when home needlework has been completely 
eliminated from the Commonwealth, and I am convinced that this day 
is not in the far distant future. 

In weighing the success of our attempt to raise wages, it must be 
remembered that until very recently our economy has been pre- 
dominantly an agricultural one, and that even now agriculture is the 
major factor in our economy. I shall also ask you to bear in mind 
that much of what has been accomplished in Puerto Rico has taken 
place under conditions quite different from those in the States. 

For example, Puerto Rico had no war plant expansion either during 
World War IT or the Korean emergency. Wartime shipping restric- 
tions, submarine hazards, and the absence of large industrial estab- 
lishments meant that Puerto Rico’s postwar accomplishments were 
not the result of the spur of World War IT. 

During the war, rigid price controls on sugar and tobacco, our 
principal agricultural export products, prevented any wartime in- 
flation of our commercial staples. At the same time, we suffered from 
increased prices on consumers’ goods, and from shortages. 

Although on the mainland both prices and wages went up, in Puerto 

tico prices were not permitted to go up on our salable products—sugar 
and tobacco. Consequently, wage increases were attained in the face 
of an economy that was largely frozen. 

In addition, as I have mentioned, they were attained in the face of 


constant unemployment averaging at least 15 percent of the labor 
force. 
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As an indication of the progress we have made, I should like to 
point out that our present average hourly earnings in manufacturing 
are actually higher than those prev vailing in Great Britain. I have 
obtained a table from the United States Bureau of Labor Statistics 
which converts the average hourly earnings in manufacturing for 
certain Western European countries into dollars and cents, and I am 
personally amazed to discover that Puerto Rico, with only a 10-year 
history of effort in industrial development, has already surpassed the 
wage rates of England, the mother of the industrial revolution. 

In addition, our wage rates are considerably higher than those pre 

vailing in France, Western Germany, and Italy. The table showing 
these is No. 8. 

Another important aspect of our development is Puerto Rico’s role 
as a customer of the United States. 

Senator Dove.as. Your figures, showing that Puerto Rico’s hourly 
earnings are higher than those of Great Britain, are almost incredible. 

Mr. Srerra. It is that way. We decided not to compare it with 
the Caribbean. If you compare with the Caribbean, then the differ 
ence is much greater. 

Senator Doveras. Are you sure you are right on these figures ¢ 

Mr. Srerra. Yes. We got them from the Bureau of Labor Statis- 
tics in Washington. 

Our purchasing power has expanded to the point that we now 
spend about $500 million per year in the States. Only 5 countries 
make larger purchases i in the United States than does Puerto Rico, 
and only 2 of these are Latin-American countries. 

In per-capita purchase of goods, we are the No. 1 customer of the 
United States, with per-capita expenditures of over $211 in 1953. 
Canada, the largest importer of United States goods, spends only $197 
per capita, and the United Kingdom and Western Germany, Uncle 
Sam’s second and third best customers, spend only $12 and $7, respec- 

tively, per capita. 

It hardly seems necessary to emphasize that the goods which Puerto 
Rico purchases from the States represent mainland jobs and mainland 
profits of a substantial nature. Even a partial increase in unemploy- 
ment in Puerto Rico would have serious consequences both for our 
own tight economy and for the mainland as well. 

The failure of our over-all program could only mean that the 
United States taxpayer and the United States Congress would be 
faced with problems of extreme gravity. These problems would in- 
clude not only the problems inherent in any failing economy, but also 
a manifold increase in the migration of Puerto Ricans to the main- 
land. These are the consequences which we, in the Commonwealth, 
are striving to prevent. 

We thus approach the subject of minimum wage policy with a full 
realization of its vital importance to the Puerto Rican economy and 
of its far-reaching implications for the United States as a whole. 

Having set forth the social and economic framework within which 
a minimum wage policy must be considered, I should now like to ex- 
amine, more explicitly, how industry committees have functioned 
under the present system. 

First, let me describe briefly the structure of our industry com- 
mittees, and the procedure they follow. 
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Each industry committee is a special tripartite body representing 
employers, workers, and the public, in equal numbers. In accord- 
ance with the law, each committee includes members from both the 
mainland and Puerto Rico. Thus, the interests of employers and 
workers on the mainland, as well as those in Puerto Rico, are safe- 
guarded against any possibility of creating unfair competition by 
setting unfair minimum wages. 

I should also like to mention that United States organized labor is 
invariably represented on these committees. We welcome their in- 
terest and participation. Their presence helps to insure against un- 
fair advantage, which we do not want, and, in addition, guarantees 
that the highest feasible wage standards will be set, which we do want. 

Senator Doveras. Mr. Sierra, I am not perfectly informed on who 
sets up these industry committees. Who appoints them / 

Mr. Srerra. Well, I tell you, Mr. Chairman, these committees un- 
der law are appointed by the Secretary of Labor of the United States, 
or the Wage and Hour Administrator. 

Under the terms of the law, the three interests must be represented 
in the committees—the public interest, labor, and industry—and be- 
sides that, the committees must include representation both from the 
island and from the mainland. But the entire responsibility for the 
appointment of these committees is in the United States Department 
of Labor. 

They consult with the Government of Puerto Rico only in the nom- 
inations for the public representatives, because most of them are top 
officials in the Government of Puerto Rico that need some authoriza- 
tion from the Governor to get away from their job and serve for a 
month or a month and a half. 

Senator Doveras. In practice, does the government of Puerto Rico 
submit to the Department of Labor a panel of names from which it 
requests the Department to make the appointments? 

Mr. Srerra. It is my recollection that the Governor’s office sends 
these lists to the Wage and Hour Division. Persons on the lists are 
representatives either as the commonwealth or of the University of 
Puerto Rico in the field of economics. About 10 or 15 names have 
been submitted on this list. But that is all I remember. 

Senator Dovetas. Well, who suggests the employer representatives ? 

Mr. Srerra. Industry suggests the employer representative. 

Senator Doveras. That is industry in Puerto Rico? 

Mr. Sterra. And in the mainland. 

Senator Doveras. And in the mainland, too? 

Mr. Srerra. Yes. 

Senator Dovetas. Who suggests the labor representatives? 

Mr. Srerra. Labor in the mainland and in Puerto Rico, and labor is 
directly interested in the committees. 

Senator Dovetas. How about the unorganized industries? 

Mr. Srerra. Labor, too. That is the information I have. I think 
the wage and hour people would be in a better position to inform 
you on these details, Mr. Chairman, than I am. 

Senator Doveras. Well, the Department of Labor has preferred 
not to testify this morning. They say they will testify later. So I 
am not privileged to call upon them this morning, but I see in the 


room Mr. David Dubinsky, who is president of the International 
Ladies Garment Workers Union, 
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Perhaps he could tell us how the labor representatives are chosen. 
Mr. Dubinsky, would you come forward and sit here? 
(The tables and charts referred to by Mr. Sierra follow :) 


TABLE 1.—Distribution of wage carners’ family income in Puerto Rico, 1941, 1952, 
and 19538 


Income 1941 1952 1953 

Total Lew 100. 0 wa 
Under $300__. s 2.2 ! 
$300 to $409 23 12 5 
$500 to $999__- 16. 2 42.8 “1.9 
$1,000 and over 2.9 42 22 
Median income. SOS $919 $1 O80 
Mean income +) 1, O81 1, 180 

' The median income and the income grouns for 1952 exclude ‘‘other money receipt such as inheritance 


etc.; these are included in the mean income for that year 


TABLE 2.—Employment and unemployment in Puerto Rico, 1950-54 


{In thousands] 


Empk yimne nt 





, } in Mmanuhe 

Date Labor force Tot at OM I tal unem turing ex- 
ployment ployment cluding home 

needlework 
1950— April. 719 63% 82 “4 
July... 710 61 v6 2 
October 710 504 116 Ms 
1951—January -. : 717 574 142 53 
April... 716 631 M4 62 
July Dal 705 504 111 i 
October 681 563 117 9 
1952—-January -- 669 541 129 56 
April... 662 ARO 76 59 
July_... 662 572 oo ry; 
October 641 535 106 63 
1953—January 643 520 123 AY 
April... 637 573 64 4 
SO a asi 624 547 77 63 
October 630 531 100 67 
1954—January -. 639 522 117 65 
April... 631 559 72 72 
Se coin 626 536 rt tt) 


October 628 519 109 67 
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TABLE 3.—T otal employment in the manufacturing industries, by selected indus- 
try groups, Puerto Rico, October 1954, 1953, and 1952 


Total employment Changes 
Industry group October October | October 
a + 1953 to 1952 to 
October October 
1954 1953 1952 1954 1954 
All manufacturing industries - 66,544 | 66,158 | 60,047 +386 +6, 497 
Durable goods ve eccacewesecse) 16 OR 1 14:00 | 13989 +599 +3, 364 
Nondurable goods___.._-- : : 50,961 | 51,174 | 47,828 —213 +3, 133 
Food and kindred products...........- istedulibekaiiee 14,036 | 13.717 | 14,130 +319 —O4 
Dairy products . 221 237 204 —16 —73 
Canning and preserv ing fruits, vegetables, and sea- 
foods; and meat products 1,121 1,129 523 —8 +598 
M isce ll: sneous food prepatations and kindred products; 
and grain mill products-.-- 865 900 898 | —35 ~33 
Bakery products pe eti ‘ 2, 393 2, 253 2, 499 +140 — 106 
Sugar - =e 6, 313 6, 170 7, 02 +143 —710 
Confectionery and related products. hxc pais 276 239 163 +37 +113 
Beverages - - —_ : 2, 847 2, 789 2, 730 +58 +117 
ie istninicash ccntcataictpend ntended ihe cial ail 11, 462 | 11,003 | 10,800 +459 +662 
Cigars and tobacco, chewing and smoking- ze 1,323 | 1,024 756 +299 +567 
Tobacco stemming and redrying--- : 10, 139 9,979 10,044 +169 +95 
ee en ee 3. 462 3,552 | 3,103 —90 +359 
Broad-woven fabric mills (cotton, wool, silk, and 
synthetic fiber) - 623 924 1, 058 —301 —435 
Knittin g mills___. 2A oe 1, 410 1, 041 489 +369 +921 
Carpets, rugs, and ot her floor coverings.- : 809 783 946 +26 —137 
Dyeing and finishing textiles; hats, and miscellaneous 
textile goods__- ‘ ; bse 620 S04 610 —184 +10 
Apparel and related products... ........- 6 6cs- ss occu. 8, 17, 198 17,707 | 15,176 —509 +2,0 22 
Men’s, youth’s, and boys’ suits, coats, and overcoats... 679 700 635 —21 +44 
Men’s, youth’s, and boys’ furnishings, work anne, 
and allied garments__ - ; 2,999 | 3,587 3, 138 — 588 —139 
Women’s and misses’ outerwear __- : 1, 898 2,019 753 —121 +1, 145 


Women’s and misses’, children’s, and infants’ under 





ike 6 @ dco0 0 bb ew daccecedantnk - 4, 497 4,: +279 +1, 724 
Children’s and infants’ outerwear________-__. ae F 1, 546 i. —202 —175 
Miscellaneous apparel and accessories __ - 4, 396 4, +12 —846 

ks Fur goods; millinery; and miscellane ous fabricated 

ES Oe : 1, 183 1,051 914 +132 +269 

Lumber and furniture. oe obi 2, 839 2, 946 3, 031 —107 —192 
Lumber and wood products (except furniture) -__- 315 295 356 +20 —41 
Furniture and fixtures__- 2. 524 2, 651 2, 675 —127 —151 
Paper and allied products; printing, publishing and allied 
industries ___- ; 1, 742 1, 755 1, 578 —13 +164 
Paper and allied products__--- = 457 584 424 —127 +33 
Printing, publishing and allied industries______- 1, 285 1,171 1, 154 +114 +131 
: Chemicals and allied products; products of anes um and 
coal; and rubber products_ - -__- ‘ Bieta 1, 313 1, 225 1, 069 +88 +244 
Industrial inorganic chemicals; drugs and medicines; 

soap and glycerin; and paints and varnishes _-_-- } 536 476 500 +60 +36 
Fertilizers (mixing only) __- 384 427 345 —43 +39 
Miscellaneous chemicals, including industrial chem- 

icals products and preparations_- 196 193 144 +3 | +52 
Products of petroleum and coal; and rubber products 197 129 80 _ +68 | +17 

Leather and leather products--__...2................--.- -| 1,748 | 2,215 be 972 —467 —224 





Leather, tanned, curried, and finished; leather gloves 
and mittens; luggage; and handbags and small 


leather goods. - a scieiista stead aces 705 1, 241 1, 280 | —536 —575 
Footwear (except rubbe see BEE INS ee 974 692 +o +351 
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Tarte 3.—Total employment in the manufacturing industries, by selected indus 
try groups, Puerto Rico, October 1954, 19538, and 1952—Continued 


Total employment Changs 
Industry group October October Oct 
0 Ie . = m 
104 1953 1942 1054 4 
Stone, clay, and glass products 2, 936 3, 238 3, OBS 302 w 
Glass containers and glass products made of purchased 
glass 477 V7 $ $1 ‘ 
Cement, hydraulic 616 633 17 ) 
Structural clay products and pottery and related 
products 529 TR? 5M O58 
Concrete, gypsum, and plaster products; abrasive, 
asbestos; and miscellaneous nonmetallic mineral 
products__._.- . . 1, 314 1, 311 1, 343 +3 2 
Fabricated metal products; machinery; electrical machin- 
ery, equipment, and supplies; and transportation equip 
ment sow " 3, 999 4 743 2 3090 + DSA, 1 Aan 
Fabricated metal products (except machinery and 
transportation equipment) 1, O86 71 279 1 2n8 Le 
Machinery (except electrical) 1, 052 1, 108 1, OR2 “ 1) 
Electrical machinery, equipment and supplies 1, 669 1, 648 748 +21 +021 
Transportation equipment 192 2ne 20K) 4 8 
Instruments and related products; and miscellaneous man- 
ufacturing industries -_ --___--_- : : ss 5, 800 5, O57 3, 844 +752 +1, OAS 
Professional, scientific, and controlling instruments; 
photographic and optical goods; watches and clocks 1, 121 R32 525 + 289 + 508 
Jewelry, silverware and plated ware __- : 211 291 2A3 af) 52 
Toys and sporting and athletic goods 1, 092 1, 127 731 35 +361 
Costume jewelry, costume novelties, buttons, and 
miscellaneous notions (except precious metal) 1, 737 1, 226 1, 579 +511 +158 
Pens, pencils, and other office and artist’s m: aterials; 
fabricated plastic products; and other miscellaneous 
manufacturing industries_.__...__- an 1,648 | 1,581 746 +67 +-902 


TABLE 4.—Minimum wage rates in Puerto Rico under Commonwealth Minimum 


Wage Act : 

Min Y 
Man- | oo 
€ y | or range o 

7 Industry Effective date of decree minima 
No. (cents per 
| hour 

ee caiestgaidectitn teeth, 

1 | Leaf tobacco. ee Shs aie March 1943 25.0 
3 | Sugar cane growing__.._._....____- — kun April 1943 17. 5- 40.6 
| Sugar manufacturing _ a . do 

Raw sugar_..________- : bet 5 33.0- 46.3 

Refined sugar__._-_--- 33. 0- 46.3 

4} Seeeeeeee........... Denecatanch as July 1951 31.0- 60.0 
5 | Soft drinks._........-- 5 | March 1944 25. 0~ 30.0 
6 | Restaurants... __-- 4 : June 1944 18. 0- 30.0 
7 | Theaters ced d aera ae ; ae , November 1953 35. 0- 70.0 
8 | Retail trade____- ; ; June 1945 20.0- 30.0 
9 | Bread, bakery products, and crackers _- : ...---| July 1945 28. O- 82.5 
11 | Construction. a a June 1946 $2. 0-110. 0 
12 Transportation. - ays is. Sees : - February 1948 25.0- 50.0 
13 | Laundries -_-__- 7 ged June 1948 25.0- 40.0 
14 | Furniture and wood products : September 1948 25. 0- 60.0 
15 | Stone quarries_----- : wae November 1948 35. 0-100. 0 
16 | Wholesale trade____......__- : : October 1949 50.0 
7 | Pineapple___......- SRM aetna sae _ ail , September 1950 
Jes. - : Eas ae ; : y 21.0- 50.0 
EE rea eee a = ee 30.0 
18 | Dairy 7 ieadcareakhaite ; ‘ ; January 1951 ; 
Agricultural phase. ral ic te A 20.0- 50.0 
CS TEI: i Ee : 30. 0- 35.0 
19 | Coffee growing. __-. ‘ October 1950 18.0 
20 | Commercial printing, new spapers, and periodicals - --_- November 1951 35. 0- 60.0 
21 | Needlework. ; January 1953 20.0- 25.0 
22 | Hotels_-- ee eee eae ee September 1952 24.0- 40.0 
23 | Ice cream and ices____- ar en Slenecmecce died February 1953 30. 0- 50.0 
nD ee ; saab micticarainaiiile E August 1954___ 60. 0- 70.0 


nn 
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TaBLe 5.—Average hourly and weekly earnings of production end related 


workers in manufacturing industries in Puerto Rico 


Hourly earnings Weekly earnings Hourly earnings Weekly earnings 


— Tere nnn 
April! | October | April! October April! | October | April! 


SO eee om 
| 
i | Cents 7, 
1946___. ; 35.3} $13.50) $12.43 || 1951... 7 
ey...) 39. 3 13. 08 13.68 || 1952.____| 1 
1948. 16.71 13.79 || 1953... __| 9 
1949. 16. 52 13.34 || 1954_ 4 


1 | $16. 44 
“a 6 14.97 
47.9) 19.9% 
50.2) 18.67 


1950____. cS i , 16. 08 13.83 || | Rt | 


1 Viento and weekly earnings for April are affected by higher wages paid = sugar factories. 


October 


$15. 00 
15. 39 
16. 81 
17.37 


TasL_e 6.—Minimum wage rates for Puerto Rico showing change subsequent to 


the 1949 amendments to the Fair Labor Standards Act 


Industry and division Changes| Pending| 
Rate | Rate asof | since | recom- 

in 1949 June 1953 | June |menda- 

1953 | dation 


Alcoholic beverage and industrial alcohol: 
Beer division 
General division........—- 
Artificial flower. . - .. 
Bakery products. - - - aioe : 
Banking, insurance, ETE ok ooo Loe eee 
Button, buckle, and jewelry: 
Pearl button and buckle division. _-..- 
Leather and fabric button and buckle division... - 
Button and buckle (other than pearl, leather, or 
fabric) and bead division - ey. 
Rosary and native jewelry division 
Costume jewelry, general division 
Costume jewelry, hair ornament division 
Precious jewelry division 
Metal expansion watch band division 
Cement . 
Chemical, ‘petroleum, and related products ‘industries: 
Fertilizer division... -- 
Hormones, antibiotics, and related ‘products division. 
General division 
Cigar and cigarette ___. 
Clay and clay products: 
Structural clay and miscellaneous clay products 
division. 
Semivitreous and vitreous china food utensils divi-_ 
sion - 
Communications, utilities, ‘and miscellaneous transpor- 
tation industries: | 
Airline division. - 
Cable and radiotelephone division. 
Tourist bureau and ticket agency division 
Telephone division 
Gas utility division 
Radio broadcasting division 
Miscellaneous division 
Leather, leather goods, and related products: 
Hide curing division... 
Leather tanning and processing division... _.. 
Small leather goods, baseball and softball div ision._. 
General division 
Lumber and wood ; 
Lumber and millwork division 
Furniture, woodenware, and miscellaneous wood | 
products division. --- 
Men’s and boys’ clothing and related products: 
Suits, coats and jackets division 




















General division 
Footnotes at end of table. 





Minimum wage (cents per hour) 


Percent 
increase 
since 
1949 





TABLE 6.—Minimum wage 











Industry and division 


Metal, machinery, transportation equipment and related 
manufacturing industries: 


Drydock 

Fabricated wire products, steel spring and slide 
fastener division 

General division... 


Needlework and fabricated textile products: 


Woven and knitted fabric glove division 
Hand-sewing operations 
Machine operations and any operations known 
to the industry as cutting, laying off, sizing, 
banding, and boxing. 
Other operations 
Leather glove division: 
Hand-sewing operations 
Machine operations and any operations known 
to the industry as cutting, laying off, sizing, 
banding, and boxing 
Other operations 
Silk, rayon, and nylon underwear divisions: * 
Hand sewing operations. 
Other operations 
Cotton underwear and infants’ underwear division 
Hand-sewing operations 
Other operations 
Infants’ wear division: 
Hand-sewing operations. 
Other operations 
Needlepoint division: 
Hand-sewing operations 
Other operations aid . 
Household art linen division: 
Hand-sewing operations 
ther operations... 
Handkerchief and square scarf division: 
Hand-sewing operations. 
Other operations 
Children’s and doll’s wear division: 
Hand-sewing operations 
Other operations. 
Crochet slipper division . .. 
Crochet beading division. . 
Bullion embroidery division 


Corde and bonnaz embroidery and corde handbag 


div ision 3 

Women’s blouses, dresses, ‘and neckwear division: 
Hand-sewing operations 
Other operations 

Fur garment division 

Dungarees, slacks and related products division: 

and-sewing operations. ---- 
Other operations ___. 

Sweater and bathing suit division: 
Hand-sewing operations 
Other operations 

Hat body division: 

Hand-sewing operations. . 
Other operations 

Millinery division: * 
Hand-sewing operations 
Other operations 

Crocheted hats and infants’ booties division 
Hand-sewing operations 
Other operations. -. . 

Handbag (except corde) division: * 
Hand-sewing operations 
Other operations. 

Miscellaneous division: * 
Hand-sewing operations. 
Other operations. 


Paper, paper products, printing, publishing, and related 


industries: 
Daily new eee a ol 
Paper box division. .........-..--- 


Paperboard division - 
Paper bag division............-... 
ke ed ccmbbenkeneneeee 


Footnotes at end of table. 







Rat 


in 1040 


40 


40 
35-40 


24 


24 
24 
30 


15 


24 


15 
24 


15 
24 
15 
24 


15 


24 


15 
24 


- 715-28 


15-28 


35 
40 
25 
28 
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Rat« 
June 


45, 


58, 


21 


OF 


Act 


1938 






rates for Puerto Rico showing change 
the 1949 amendments to the Fair Labor Standards 


subsequent to 
Continued 





127 


















Minimun 


nd 


i) 
is 


21 
w# 


30 


30 


21 
30 


7h 
55 
40 
45 
40 


as of 


1¥Sa 


wager 


Changes Pending 
sino 
June 
1053 


reco 


menda 


dation 


a7) 
“9 


571 
40 


2 
45 


99) 


oi 


25 
40 


22% 
40 


22% 
#0 


22% 
40 


35 


45 


ts per hour 


Percent 


increas 








Site 


lv4y 



























AA 








ad 
114-488 









































“4 
67 











44 
67 











") 
67 











67 
67 











iw 
67 





























133-46 


































































































200-41 
200-61 














71 
38 
~ 
61 
43-14 
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TABLE 6.—Minimum wage rates for Puerto Rico showing change subsequent to 
the 1949 amendments to the Fair Labor Standards Act—Continued 


Minimum wage (cents per hour) 


Industry and division \Changes Pending, Percent 
Rate Rateasof)| since recom-. increase 

in 1949 June 1953 June menda- since 

1953 = dation 1449 


Construction, business service, motion picture, and | | | 
miscellaneous industries: | 




















Construction division ‘ tad 32 | 50 / 56 
Motion picture division 40 55 ne 38 
Business service and miscellaneous industries divi- | | 
sion 40 i 63 
Corsets, brassieres, and allied garments division 2 | 33 | 55 129 
Decorations and party favors 2 25-40 | 30 | » 
Electrical, instrument and related manufacturing in | | | 
dustries: | 
Lens and thermometer division. 35 45 60 | 7 
Resistance type household appliance division. 40 45 | 65 | 63 
General division. 35-40 | 30,45, 58 | | 70 | 100-75 
Foods, beverages, and related products it industries: | | | | | 
Beverage division aan | 30 | 4214) eM | | 42 
General division. Sain cshanaawece SA 30 | 35 | | 17 
Hairnet 4 eas oi 2744) 40 4214 55 
Handicraft products industry .......-...._... jecocedl SRB | 6 tee! | 734 
Hooked rug: 
Hand hooked rug division ws 18-27 | 33 | ugh _...--| 83-22 
Machine hooked rug division..__._--..._-_-___- 40 | 40 |. 0 
Hosiery Feb caucsncheskemsen 25-33 | 40 50 | 100-52 
Jewel cutting and polishing: | 
COUT GH RWI den hoon cone esec denen ——— 40 | 50 |. | 25 
Industrial jewel division... ...-......_-- 7 | 30 4214) 42 
Leaf tobacco: | | 
SONNE a cinetke tice onecnchadbanexnass | 31 15 
Macine processing division: 
Feeding, operating, or tending mac*ines which | 
shred, chop, thresh, or stem leaf tobacco, and 
operations immediately industrial thereto_.__- 27 | OO) ee olandorsecd 3344 
Rk fis. <0. -..--- 27 | 31 af oe 15 
Plastic products industry: | 
ape er and vaporizer division... ..............-- 35 ie es oeree 75 114 
all tile, dinnerware and phonograph records 
a seh oe a crprrealt escalates 35 Pe ee tee | #0 171 
General division. ._---- 35 eee ee 53 52 
Railroad, railway express, and property ‘motor transport: | 
NII ccnne ath cute ~-antusin than: 25 se ee =e 32 
Railway express and property motor transport | 
cr ctietne AEE inc nahie ens ceaieiecad 35 mm Pees | 71 
Rubber, staw, hair, and related products: | 
Rubber products division... -......-..-.--- 40 pe LEER TES OEE 50 
Straw, hair, and related products division _._.--_---- 25 | We toca: one 48 
I RE 5c cetera c- W ta cnchanckestbecwumecsceas 40 Tans hee 88 
Shoe manufacturing and allied industries. ___-_._____-- 30 | 35 et oan 33 
Stone, glass, and related products: 
Glass and glass products division. ---.-. sl celina 35 OP tl scpeauediostoeses 71 
CREE GEN INO EIIIID U6 nce cncewscckenccnscauscs 35 ee eins cate 20 
Ie tut eh saeoiink dekbunpphoemacuescas 35 cone ene nn Seas 20 
RaOUONNNN ID MUNOMNOR.. 1s... 2 seen ncen cosa ne 35 | PE tet eens pa cane 71 
Hot asphaltic a EN 6 nic Oth cedaeecaesce 35 ae ee tenn oe 114 
General division.................--- eas | 30-35 te ce “TrI] 67-43 
cin CI nS ew cadacee | 40 | wee: ah: 88 
Textile and textile products: } 
Mattress and pillow division. _._............--...--- 25 | 50 | eS be 200 
Cotton ginning and compressing division. ._--_.---- 25 | 30 EE oe caret 60 
Hard fiber products division._................-..---- 25 3214 Se eee 50 
se aieens | 15-25 25-30 | na 183-70 
Vegetable, fruit, and nut packing and pooceins aere ss | 15-18 OP acdc ain Aen ys 100-67 
Wholesaling, warehousing, and other distribution. _____- 40 | tee ets aes 63 








! The wage order establishing this rate was issued in June 1953 and the rate became effective in July 1953. 


2 At the time of the committee recommendation no employees were actually producing articles to which 
the higher of these rates was applicable. 


3 Rejected by Administrator. 
4 As a part of general division of textile and textile products industries. 
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TABLE 


OF 


1938 


wage-hour orders by cents per hour and percentage 


Previous 


rate 
(cent 


s 


; per hour 


Alcoholic and industrial 
alcohol 

General division 

Beer division 


Artificial flower wd 


beverage 


Bakery products 
Banking, insurance, and finance... _! 
Button, buckle, and jewelry 
Pear] button and buckle __. 
Leather and fabric button and 
buckle 
Button and buckle (other than 
pearl, leather, or fabric) and 
bead. 
Rosary and native jewelry 
Precious jewelry 
Metal expansion watch band 
Costume jewelry: 
Hair ornament 
General division... | 
Cement 
Chemical, petroleum, and related 
products: 
Fertilizer . 
Hormones, antibiotics, and re- 
lated products 
General division 
Cigar and cigarette 
Clay and clay products: 
Structural clay and miscella- | 
neous clay products. 
Semivitreous and vitreous china 
food utensils. 
Communications, utilities, and mis- 
cellaneous transportation: 
i eae 
Cable and radiotelephone 
Tourist bureau and ticket 
agency. 
Telephone... -- 
Gas utility. _- 
Radio broadcasting _- 
Miscellaneous - - 
Construction, business service, mo- | 
tion picture, and miscellaneous: 
Construction -_----- ‘ 
Motion picture - : 
Business service and miscella- 
neous industries. 
Decorations and party favors- --- ane 
Foods, beverages, and related prod- 
ucts: | 
ee J. edb theese 
General division.._...........-.-- 
Handicraft products... --- (eects 
Hooked rug: 
Hand-hooked rug------ eabaaieodll 
Machine-hooked rug_-___- 
pn a RY SER es eee 
Corsets, brassieres, aie 
Jewel cutting and polishing: 
Gem stone division. ____......---| 


Industrial jewel... __ 
Leaf tobacco: 

General division.._..........---- | 

Machine processing: 

Machine operations | 

Other operations - - - -- -| 

i 

j 


Leather, leather goods, and related | 
products: 
Hide curing.-.-.---- 
Leather tanning and processing. 
Baseball and softball ested 
Small leather goods......_.....--| 
General division............-.---| 


Footnotes at end of table. 


62569 Pt. 3—55——3 


om | 


46 


40 
40 
30 
45 
45 


30 


40 


, 40 


30 


to 
7 


40 
40 
40 


40 
40 
40 
40 


32 
40 
40 


Effective date 


Oct. 24, 1045 

do 
July 12,1948 
Oct. 24. 1045 
Aug. 13,1951 
Aug. 21, 1950 

do 

._.do 

do 

do 
do = 

do 

do 
Nov. 6, 1950 
Oct. 24, 1945 

do 

do 
Aug. 9, 1948 
Oct. 24, 1945 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do_. 

| Oct. 24, 1045 

{ do 
May 7, 1945 
Oct. 24, 1945 
May 24, 1948 

Bae” 
Nov. 13, 1950 


June 4,1951 


Oct. 24, 1945 


Apr. 1,1945 
.do 
..do 


May 14,1951 
do. 
do. 
do. 
id 


Present 
rats 
cents 

per hour 


“ao 


43 


4214 


7 } 35 


26 
33 
50 
55 
50 
4244 
31 


36 
31 


65 
40 
32 
32 
40) 


Sept. 


Nov. 19, 
.do 


Apr. 16, 


July 21, 

do 
May 43, 
Nov. 3, 


Nov. 
Jan. 


19, 
2, 


June 30, 


do 


do 


14, 
do 
do 
do 
do 


1942 


1951 


5, 1952 


, 1952 


1951 
| 16.6, 


1951 
1952 


1954 


1954 


1951 
1952 


1952 | 


1953 
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~) 
76.6 


30.3 


= 
on ho 


& 
in 


41.6. 


73.3 and 4, 


"9 


83.3 anc 


or. 
25. 


66.6. 
25. 


41.6. 


14.8. 


| 33.3. 


148. 


30. 
48.1. 
39. 1. 

39.1. 

73.9 and 14.2 
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TABLE 7.—/ncreases in minimum rates of Puerto Rican industries effected under 
wage-hour orders by cents per hour and percentage—Continued 


| | 





Previous | Present 
rate . ; rat 2 | Percentage of 
' | Effective date iffective date . 
(cents Effective date tnate | Effective date increase 
per hour) per hour) | 


— a i 
' 


Lumber and wood products 


Lumber and millwork. 32 | Oct. 24,1945 | 42 | Aug. 11,1952 | 31.2. 

Furniture, woodenware, and | 32, 28,25 : 38 do | 18.7, 35.7, and 
miscellaneous wood products. 52. 

Men’s and boys’ clothing: 

Suits, coats, and jackets_-.. 35 | May 14,1951 55 Mar. 14, 1955 | 57.1. 

Necktie division _. 35 do. 55 do 57.1. 

Hat and cap division - 35 do. 55 isa J 57.1. 

General division... _ __- 35 do 474 do 35.7. 


Metal, plastics, machinery, instrument, transportation equipment, and allied industries: 
Electrical, instrument, and related manufacturing industries: 
Lens and thermometer division (recommended rate: 60). 
Resistance-type household appliance division (recommended rate: 65). 
General division (recommended rate: 70). 
Metal, machinery, transportation equipment, and allied industries: 
Fabricated wire products, steel spring and slide fastener division (recommended rate: 65). 
General division (recommended rate: 75). 
Plastic products industry: 
Sprayer and vaporizer division (recommended rate: 75). 
Wall tile, dinnerware, and phonograph record division (recommended rate: 60). 
For subdivisions of this industry prior to recommendations of committees 16-A, 16-B, and 16-C, see 
attached wage order. 
Percentage increases: Low 10.3, high, 66.6. 


UNITED STATES DEPARTMENT OF LABOR 
WAGE AND HOUR DIVISION 
Washington, D. C. 


THe METAL, PLASTICS, MACHINERY, INSTRUMENT, TRANSPORTATION EQUIPMENT, 
AND ALLIED INDUSTRIES IN PUERTO RICO AND THE DIVISIONS OF THESE 
INDUSTRIES 

WAGE ORDER 


(Title 29, chapter V, Code of Federal Regulations, pt. 701) 


IN THE MATTER OF THE RECOMMENDATIONS OF SPECIAL INDUSTRY COMMITTEES NO. 
7 AND NO. 13 FOR PUERTO RICO FOR MINIMUM WAGE RATES 

Sec. 

701.1 Approval of recommendaticns of industry committee. 

701.2 Wage rates. 

701.3 Notices of orders. 


701.4 Definitions of the metal, plastics, machinery, instrument, transportation equip- 
ment, and allied industries in Puerto Rico. 


Authority: Sections 701.1 to 701.4 issued under section 8, 52 Statutes 1064, as 
amended, 29 United States Code 208. 
Source: 15 Federal Regulations 8184, November 30, 1950; and 18 Federal Regu- 

lations 6802 et seq., October 28, 1953. 

Section 701.1 Approval of recommendations of industry committees. 

The committee’s recommendations are hereby approved. 

Section 701.2 Wage rates.—(a) Wages at a rate of not less than 45 cents per 
hour shall be paid under section 6 of the Fair Labor Standards Act of 1938, as 
amended, by every employer to each of his employees in the general division of 
the metal, plastics, machinery, instrument, transportation equipment, and allied 
industries in Puerto Rico who is engaged in commerce or in the production of 
goods for commerce. 

(6b) Wages at a rate of not less than 75 cents an hour shall be paid under sec- 
tion 6 of the Fair Labor Standards Act of 1938, as amended, by every employer 
to each of his employees in the drydock division of the metal, plastics, machinery, 
instrument, transportation equipment, and allied industries in Puerto Rico who 
is engaged in commerce or in the production of goods for commerce. 


(c) Wages at a rate of not less than 68 cents an hour shall be paid under sec- 
tion 6 of the Fair Labor Standards Act of 1938, as amended, by every employer 
to each of his employees in the mining and primary metal and heavy fabricated 
metal products division of the metal, plastics, machinery, instrument, transpor- 
tation equipment and allied industries in Puerto Rico who is engaged in com- 
merce or in the production of goods for commerce. 

(d) Wages at a rate of not less than 58 cents an hour shall be paid under 
section 6 of the Fair Labor Standards Act of 1938, as amended, by every em- 


li il i il 
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ployer to each of his employees in the light machine shop products and smal) in- 
dustrial equipment division of the metal, plastics, machinery, instrument, trans 
portation equipment and allied industries in Puerto Rico who is engaged in 
commerce or in the production of goods for commerce. 

Section 701.3. Notices of orders.—Every employer employing any employees sv 
engaged in commerce or in the production of goods for commerce in the metal, 
plastics, machinery, instrument, transportation equipment, and allied industries 
in Puerto Rico shall keep posted in a conspicuous place in each department of his 
establishment where such employees are working such notices of these orders as 
shall be prescribed, from time to time, by the Wage and Hour Division of the 
United States Department of Labor and shall give such other notices as the 
divisions may prescribe. 

Section 701.4 Definitions of the metal, plastics, machinery, instrument, trans- 
portation equipment, and allied industries in Puerto Rico and their divisions 

(a) (1) The metal, plastics, machinery, instrument, transportation equipment, 
and allied industries in Puerto Rico, to which this part shall apply, is hereby 
defined as follows: The mining or other extraction of metal ore and the further 
processing of such ore into metal; the manufacture (including repair) of any 
product or part made wholly or chiefly of metal or plastics ; and the manufacture 
(including repair) from any material of machinery, instruments, ophthalmic 
goods, tools, electrical goods, transportation equipment and ordnance: Provided, 
however, That the definition shall not include (i) the production of any basic 
material other than metal, (ii) the further processing of any basic material other 
than metal or plastics except when done by an establishment producing from 
such materials a product of this industry or subassembly of such product, (iii) 
the manufacture from plastic materials of fibers, yarns, and fabrics and the fabri- 
cation of products therefrom, (iv) any sewing or similar fabricating operations 
performed upon pliable plastics in sheet or film form or any other operations 
incidental thereto, (v) the manufacture from pliable plastics in sheet or film 
form of articles also commonly produced from paper, such as bags, containers, 
cards, drinking straws, and similar articles, or (vi) any activity included within 
the button, buckle, and jewelry industry, as defined in section 697.4 (and sec. 
709.4) of this subchapter, or the shoe manufacturing and allied industries, as 
defined in section 522.258 (f) of this subchapter in the wage order for that 
industry. 

(2) The definition in subparagraph (1) of this paragraph supersedes the 
definitions contained in any and all wage orders heretofore issued for other 
industries in Puerto Rico to the extent that such definitions include products 
or operations covered by the definition of this industry. 

(b) The separable divisions of the industries as defined in paragraph (a) (1) of 
this section, to which these wage orders and its several provisions shall apply, 
are hereby defined as follows: 

(1) General division.—This division consists of all products and activities 
included in the metal, plastics, machinery, instrument, transportation equipment, 
and allied industries in Puerto Rico, as defined in paragraph (a) of this section 
except (i) the manufacture of ornaments and decorations for Christmas and other 
holidays, made wholly or chiefly of tinsel, metallic chenille, metallic foil, or other 
metal or plastic materials, and (ii) products and activities included in the heavy 
products and industrial equipment division, as defined in subparagraph (2) of 
this paragraph. (Source: 15 F. R. 8184, November 30, 1950. Note: Special In- 
dustry Committee No. 13 for Puerto Rico recommended the division of the heavy 
products and industrial equipment division into the drydock division (subpar. 
(2), the mining and primary metal and heavy fabricated metal products division 
(subpar. (3)), and the light machine shop products and small industrial equip- 
ment division (subpar. (4) ). 

(2) Drydock division—This division consists of the building and repairing 
(including painting) of oceangoing ships when performed in drydocks or 
shipyards. 

(3) Mining and primary metal and heavy fabricated metal products division.— 
This division consists of the mining or other extraction of metal ore and the 
further processing of such ore into metal; the production of pigs, ingots, blooms, 
billets, plates, sheets, strips, rods, bars, tubing, and other primary metal prod- 
ucts; the fabrication of structural metal products; the manufacture (including 
repair) of foundry and heavy machine shop products; the manufacture including 
repair) of heavy industrial (including construction), agricultural and commer- 
cial (except office) machinery and equipment; and the manufacture (including 


repair) of transportation equipment (except oceangoing ships and children’s 
vehicles) and ordnance. 
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(4) Light machine shop products and small industrial equipment division.— 
This division consists of the manufacture (including repair) of light machine 
shop products and small or light industrial, agricultural, or commercial (except 
office) machinery and equipment, such as bolts, nuts, washers, rivets, bushings, 
small tools and dies, gage blocks, and leaf springs; and galvanizing, coating, 
electroplating, and plating, except when performed by the manufacturer of a 
product as an incident to its production. 

F. GRANVILLE GRIMEs, Jr. 
Acting Administrator, Wage and Hour Division, United States Depart- 
ment of Labor (15 F. R. 8184, Nov. 30, 1950). 
WILuiAm R. McComs, 
Administrator, Wage and Hour Division, United States Department of 
Labor (18 F. R. 2803, Oct. 28, 1953). 


The wage order for the general division and the heavy products and industrial 
equipment division was signed November 27, 1950, published in the Federal 
Register November 30, 1950, and became effective January 1, 1951. 

Special Industry Committee No. 13 for Puerto Rico was appointed on December 
25, 1952, to investigate conditions in and to make recommendations for the heavy 
products and industrial equipment division of the industry. The committee 
recommended that this division be divided into three separate divisions and the 
wage order for the drydock dvision, the mining and primary metal and heavy 
fabricated metal products division, and the light machine shop products and 
small industrial equipment division of the industries was signed October 22, 
1953, published in the Federal Register October 28, 1953, and became effective 
November 30, 1953. 


General division (recommended rate: 53) 


Present rate Effective Recommended | Percentage 
(cents per | d rate (cents per | : > 
ate hour) | ofincrease 
| 


hour) 





Needlework and fabricated textile prod- 
ucts: 

Woven and knitted fabric gloves: 
Hand sewing June 4,1951 | 2 72. 
Machine operations---_--..._---- : Ve a7 3. 
Other operations -_-_-_.......-_.-- . 37.9. 

Leather gloves: 
Hand sewing ‘ | 20. 

Machine = Se ecmne ; lo 10.5. 
Other operations - 3 ; 37.9. 

Knitted gloves __- -| 3 | cated 90.4 and 33.3. 

Silk, rayon, and nylon underwear: | | 
Hi and sewing | kdbdnees 5 23.8. 
Other operations --__............- | 32.3. 

Cotton and infants’ underwear: | 

Hand sewing 1 is | 28.5. 

Other operations - | 30 | 33.3. 

Infants’ wear: 
Hand sewing J | | 42.8. 
Other operations. 30 | 33.3. 

Children’s and dolls’ dresses: 
Hand sewing ¢ Lauiseewescvent ae ee BE, 

29 and 33.3. 

Household art linens and needlepoint: 
Hand sewing 1 8.5. 
Other operations -- 30 | 33.3. 

Handkerchiefs and square scarfs: 

Hand sewing 

Peer GOREIONG oo. ncn ndiceee 

Blouses, dresses, and neckwear: 

Hand sewing 

Other operations - __- -- 

Cordé and bonnaz embroidery and 

cordé handbags. 

Hat bodies___- | 30 | 6 

Millinery (except crochet hats) - heneiaul 138. 1 and 66.6 

Handbags (except cordé) 

ornare = eathies suits Pe : _— = | 138. 1 and 66.6. 

Jungarees, slacks, shorts, pe pushers, |f28 an " . 

etc. £7 and 30 nie %.. Average 72.7. 
Crochet beading, bullion embroidery, | 35, 21, and 30__| wes 1 35.7, 126.2 and 

machine embrodered lace, and chev- | 58.3. 

rons, | 

Crochet slippers _- 

Crochet hats and infants’ bootees: 

Hand sewing 

eee ser eee 

General division 
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General division (recommended rate: 


Paper, paper products, printing, 
publishing and related indus- 
tries: 

Daily newspaper 
Paper box 
Paperboard 
Paper bag 
General division 

Railroad, railway, express, and 

property motor transport: 
Railroad. sleiahiabs 
Railway express and prop- 
erty motor transportation. 

Rubber, straw, hair, and related 
products: 

Rubber products - 
Straw, hair, and 
products. 

Shipping - - ‘ Sere 

Shoe manufacturing and allied 
industries, 

Stone, glass, and related prod- 
ucts: 

Glass and glass products 
Glass decorating 
Mica a 
Concrete pipe - - - 
Hot asphaltic plant mix--_-_- 
General division. 

Sugar manufacturing 

Textile and textile products: 
Cotton ginning and com- 

pressing. 

Hard fiber products 
Mattress and pillow. 
General division__- _ 

Vegetable, fruit, and nut pack- 
ing and processing. 

Wholesaling, warehousing, and 
other distribution. 


related 


TABLE 8.—Average hourly earnings, selected countries, 


Previous rate 
cents per 
hour 


Effective « 


35 
40 


Or 
a0 


| 30 


30, 35, and 28 


, 1948 


ae Oct. 24, 1945 
or 


25 ¥ do 


40. May 7, 1945 
iis deck Nov. 26, 1951 


35 Oct. 24, 1945 
35 do 
35 do 


SR do 


35... do 
30 and 35 do 
55 Jan. 15,1951 


4: 5 Sept. 18, 1950 


3244. oe 

5O . . do 

25 and 40 20.... 

20 and 18... Oct. 24,1945 


May 24, 1948 


OF 1938 


1279 


Continued 


SO 
70 and 6.2. 
66.6 and 50, 


62.5. 


latest available date 


Country 


Puerto Rico-_- 
Great Britain_- 
West Germany 
France (Paris): 
Males: 
Skilled____- 
Unskilled 
Females: 
Skilled. 


a May,1954- ced 


Average hourly earnings 


In national currency 


April 1954 
ee 
May 1954__-_- 


Dollars 
43.1 pence 


October 1954_- 


173.7 francs ! 
128.0 frances !_ 


152.4 francs !___- 
.do_.......-| 119.8 franes !- 
216.26 lire 2__ 


| 


1.656 deutschemarks --- 


Workers covered 
In United 
States cents 


All workers in manufacturing. 


Do 
All industrial workers. 


Workers in industry and com- 
merce, 


Adult workers in manufactur- 
ing and power 


1 Data refer to wages plus regularly paid bonuses. 
2 Average earnings, including family allowances. 


Source data: For Puerto Rico—Commonwealth of Puerto Rico, Department of Labor; for other coun- 
tries—unpublished statement prepared by Division of Foreign Labor Conditions, U. 8. Bureau of Labor 
Statistics, dated January 1955. 
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Tasie 9.—Voting records of the Special Industry Committees 


SPECIAL INDUSTRY COMMITTEE NO. 10 FOR PUERTO RICO 


> Recom- 
Industry and branch Fresent mended 


rate 
, rate 


Cents per hour 
“ommunications, utilities, and miscellane- 
ous transportation 
Airlines, ticket agencies, and miscella- 40 75 Unanimous 
neous. 
Cable and radio telephone | 6-3, employers dissenting 
lelephone 40 Unanimous 
Gas 40) 4" Do. 
Radio broadcasting 55 Do 
Foods, beverages, and related products 
Soft drinks 6-3, employees dissenting 
General 35 Do 
Jewel cutting and polishing 
Industrial jewel 6-2, employees dissenting 
Gem stone 6-3, employees dissenting 
Shoe manufacturing and allied : 35 Do. 
Paper, paper products, printing, publishing, 
ind related 
Daily newspaper Unanimous 
Paper box 5 6-3, employees dissenting 
Paper bag j f Do. 
Paper board 2! Do 
General division f Do. 
rextile and textile products: General divi- i 3 Do 
sion 


SPECIAL INDUSTRY COMMITTEE No, 11 FOR PUERTO RICO 


Leaf tobacco: 
Machine shredding and stemming , 36 6-3, employees dissenting. 
Other operations ; 31 Do. 
Construction, business service, motion pic- 
ture, and miscellaneous 
Construction _... 3: 50 Do. 
Motion picture. ‘ 55 Do. 


Business service and miscellaneous... 5-8, employers dissenting, Mason (em- 


ployee) abstaining. 
Rubber, straw, hair and related: 


Rubber. 5-4, employers and Koehn (public) dis- 
senting. 

Straw, hair and related products 6-3, labor dissenting. 

Lumber and wood products: 


Lumber and millwork 5-4, employeesand Rottenberg (public) 


dissenting. 
Furniture, woodenware and miscel- | 25, 28, 3% 38 5-4, employeesand Rottenberg (public) 
laneous. dissenting. 

Chemical, petroleum, and related: 
Fertilizer _- 8-1, Mendez (employer) dissenting. 
Synthetic hormones and related prod- 3% 75 | Unanimous. 

ucts. 
Other chemical and drug products 25, 32. f Do. 

Hooked rugs: 
Hand-hooked rugs 
Machine-hooked rugs 


6-3, employees dissenting. 
Employees abstaining. 


| 
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TABLE 9.—Voting records of the Special Industry Committecs 
SPECIAL INDUSTRY COMMITTEE No. 12 FOR PUERTO RICO 
Recon - 


Industry and branch mended 
rats 


per hour 
Sugar manufacturing 76 


Alcoholic beverage and industria] alcohol 
beer division 
Button, buckle, and jewelry: 
Pearl button and buckle 
Leather, cotton tape, and fabric buttons 
and buckles. 
Plastic, glass and other buttons and 
buckles and beads. 
Rosaries and native jewelry-_. 


Stringing of artificial pearl and other 
necklaces, bracelets, and similar jew- 
elry items, including pearlizing. 

Previous jewelry 

Metal watchbands 


Metal and plastic jewelry and miscel- 
laneous 
Railroad, railway express, and property 
motor transport: 
Railway division 
Railway express and property, motor 
transport division. 


Stone, glass, and related products: 
Glass and glass products 
Glass decorating division 
Mica division 
Concrete pipe division 
Hot asphalt plant mix_.-. 
General division. 


Metal, plastics, machinery, instrument, 
transportation equipment, and allied 
industries 

Heavy products and industrial equip- 
ment division: 
Drydock operations -__.-- 


Mining, foundries, and heavy 
machine-shop products. 
Light machine-shop products. 


Cement-.-. . 
Banking, insurance, and finance. 


Rubber, straw, hair, and _ related 
products: Straw, hair, and related 
products. 

Leather, leather goods, and related: 

Hide curing ; 5; 
Leather tanning and processing - 


Baseball and softball: 
Hand-sewing operations 
Other operations_.-._- --- oa 
Small leather goods: | 
Hand-sewing and hand-lacing-_. 
Other operations...............-. 
General division: 
Hand-sewing and hand-lacing... 
Other operations___. ~seeeenee| 


53 


nanimous 
Do 


Do 


7-1, Rivera dissenting 
back abstaining (labor 
>-3, employees dissenting 


Do 
+-3, Vick (employer), Mason 
ployee), Sternback (employes 
senting 
3, employees dissenting 


Do 
+3, Bras (employer Maso! em 
ployee), Rivera-Martinez (employee 
dissenting 


6) | Unanimous. 

42 | Martinez (employee) and Mason (em 
42 ployee) dissenting 

60 Unanimous 

75 Do 


50 Do 


SPECIAL INDUSTRY COMMITTEE NO. 13 FOR PUERTO RICO 


7-2, Boyd (employer), Subira (em- 
ployer) dissenting 
Do. 


+-3, Boyd and Subira (employers) and 
Wissler (public) dissenting. 
Tnanimous 

+3, Boyd (employer), Subira (em- 
ployer), and Wissler (public) dis- 
senting 

5-4, employees and 1 employer member 
dissenting. 


Unanimous 
5-4, employers and Poole (employee) 
dissenting. 


6-3, employees dissenting 
Do. 


Do. 
Do. 


Do. 
Do. 
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AS A RESULT OF THE SHARP 
REDUCTION IN DEATH RATE 
IN PUERTO RICO 


BETWEEN 1940 AND 1954... LIFE EXPECTANCY 
INCREASED 15 YEARS 
IN THIS PERIOD 


16.4 per 1000 


6! Yeors 


46 Yeors 


7.7 per 1000 


1940 1954 : 1940 1954 


THE COMMONWEALTH HAS BEEN 
SPENDING A LARGE PROPORTION OF 
ITS BUDGET FOR EDUCATIONAL 
PURPOSES 


The amount for Education : The enroliment almost 
increased five-fold : doubled during the 
between 1940 and 1954 ? some period 


$376 Million ; 574,879 


297,000 


$7.3 Million 


cece 


1940 1954 
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THIS WAS THE INCOME OF 
A WAGE EARNERS FAMILY IN 


1941 1955 


+1180 


This is the reo! increase 
in the fomilys purchosing 
power 


This is the amount needed 
to offset the rise in the cost 
of living between 194i ond 
1953 


THE PROPORTION OF WAGE EARNERS 


FAMILIES WITH INCOMES OF 


LESS THAN $500 AND $1000 AND OVER 


8i% 
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TOTAL NET INCOME AS WELL AS 
WAGES INCREASED SUBSTANTIALLY 
BETWEEN 1940 AND 1954 


TOTAL NET INCOME 
$227.8 Million 


# WAGES 
$117.3 Million 


$9707 Million 


WAGES 


$557.8 Million 


PER CAPITA GROSS PRODUCT IN 
THE LATIN AMERICAN COUNTRIES 
AND PUERTO RICO, i952 


Argentina 


“(i NRE 


Venezuela 
Cube 
Panama 
Uruguoy 
Chile 

Brazil 
Colombia 
Coste Rica 
Mexico 
Dominican Rep. 


Guatemala 


Nicaragua 
El Salvador 
Paraguay 
Honduras 
Peru 
Bolivia 
Ecuador 
Haiti 


\ *457 
“9 tase 
’ $382 
“y #3¢e2 
| $335 
$278 
$231 
$203 
ti99 
tis9 
sis2 
) 168 
$167 
166 
$134 
tue 
$109 
$93 


~ tee 
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AVERAGE HOURLY EARNINGS 
IN MANUFACTURING IN PUERTO RICO 
COMPARE FAVORABLY WITH THOSE OF 

OF WESTERN EUROPE, 1954 


s a z 
3 ae Bes 
ee Re 4 


PUERTO GREAT wes ITALY 


RICO BRITAIN GERMANY 


STATEMENT OF DAVID DUBINSKY, PRESIDENT, INTERNATIONAL 
LADIES’ GARMENT WORKERS’ UNION 


Mr. Dusrnsky. Thank you. Occasionally, Senator, we were con- 
sulted by the Department of Labor when the needle industry was 
involved, regarding the nominations of labor representatives on these 
committees, and I understand that the employers associations, when 
needlework industry was involved, were consulted, with regard to 
nominations of employer representatives. 

Senator Doveias. Now, when you make your recommendations, do 
you recommend people from Puerto Rico, as well as from the United 
States ? 

Mr. Dusrnsky. No, Senator, we recommended only labor members 
from the mainland of the United States. Puerto Rican members, I 
understand, were recommended by the trade unions of Puerto Rico, 
and by the employers’ associations from Puerto Rico. The Govern- 
ment of Puerto Rico, I understand, recommended public representa- 
tives on such committees. 

Senator Doueias. Well, how strong are the trade unions in Puerto 
Rico? 

Mr. Duprnsky. Very weak. Very ineffective, I am sorry to say. 

Senator Doveias. Well, this is the same problem that they had orig- 
inally in Great Britain when many of the trades were not strongly 
crganized, and the problem was to get adequate representatives from 


the Labor Office. 





1286 AMEND FAIR LABOR STANDARDS ACT OF 1938 


We have that same problem in some of the American States. 

Mr. Dusinsxy. That is right, Senator. When I was on the last 
committee—this was Committee No. 15—there were two representa- 
tives of labor from the United States, one from the Amalgamated 
Clothing Workers and the other from our International Union. 

There was also a representative of the Puerto Rican Federation of 
Labor on the committee. This organization did not have many 
members in the needle trades and but a few union shops in this in- 
dustry. They represented primarily the labor movement of Puerto 
Rico as a whole, instead of representing specifically the organized 
workers in the needle industry. 

Senator Doveras. Will you continue, Mr. Sierra? I hope you will 
continue to stay here, Mr. Dubinsky. 

Mr. Sierra. Industry committees operate in the following manner: 
Each committee holds full hearings for the industries under considera- 
tion, and, on the basis of the data presented to it, recommends mini- 
mum wages for these industries. 

The recommendations of the committee, together with the records 
made by the committee, are then sent to the Administrator of the 
Wage and Hour Division of the United States Department of Labor 
for his review and decision. 

Under the law as presently written, the Administrator is required 
to grant a second hearing to any interested persons who may request 
such a hearing. He then either approves or rejects each recommenda- 
tion of the industry committee. 

If the Administrator approves a recommendation, it becomes ef- 
fective, subject to judicial review. If he rejects it, the same or a new 
industry committee is appointed to conduct a second study of the 
industry in question and to make recommendations. 

Let us now turn to the voting records of the industry committees. It 
has been alleged that the public members of these committees from 
Puerto Rico have— 
apparently deemed it their primary function to preserve the unfair competitive 
advantage for the island and to vote for minimum wages short of those which 
would have been proper under the law. 

This statement is not in accord with the facts. I have analyzed the 
voting records of the last 7 industry committees, and these records 
show that in 95 out of the 101 recommendations made by these com- 
mittees, the public members from Puerto Rico voted with the public 
members from the mainland. 

Senator Doveras. That raises another question. How are the public 
members from the mainland suggested, and who suggests them ? 

Mr. Srerra. That, I can’t answer. 

Senator Doveras. Well, I demand an answer to this from the De- 
partment of Labor by tomorrow morning. 

(The response of the Department of Labor follows :) 

UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 


Washington, May 5, 1955. 
Hon. Paut H. Doue.as, 


United States Senate, Washington, D. C. 
Dear Senator Doveias: My attention has been called to your oral request 
today that the Department of Labor furnish to you a statement of the methods 
which the Department uses in selecting the mainland public representatives who 
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serve on Puerto Rican Industry Committees under sections 5 and 8 of the Falr 
Labor Standards Act. 

I am advised that in each instance the Department has made every effort to 
obtain the services of the most highly qualified individual who can serve in a 
disinterested and objective manner and who is available for this public service 
at the time a particular committee is scheduled. No stereotyped procedure for 
the selection of public members from the mainland is used and, of course, there 
is no stereotyped procedure for the selection of public members for Puerto Rico 
The only interest of the Department has been to secure the best qualified per 
sons available at a particular time. 

You will be interested in the list of persons who have served as public members 
from the mainland since 10. 

We appreciate the opportunity that you extended to us to appear today to 
furnish additional information on wage determinations for Puerto Rico. Your 
committee was informed that instead of appearing on separate days, the Depart 
ment would appreciate the opportunity to furnish information with respect to 
Puerto Rico in connection with its appearance at a later time 

Sincerely yours, 
Stuart RotuMan, Solicitor of Labor 


MAINLAND Purstic MEMBERS OF PUERTO RICAN INDUSTRY COMMITTEES 


Msgr. Francis J. Haas (Industry Committee No. 1), Catholic University, Wash 
ington, Lb. Cc. 

Arthur F. Raper (Industry Committee No, 2), protessor, University of Georgia, 
Greensboro, Ga. 

John A. Lapp (Industry Committee No. 3), labor arbitrator, Chicago, Il. 

Tipton R. Snavely (Industry Committee No. 4), professor, University of Virginia 
Charlottesville, Va. 

Paul F. Brissenden (Industrial Committee 5, 10, and 13), professor, Columbia 
University, New York, N. Y. 

L, Metcalfe Walling (Industry Committee No, 6), attorney, Ridgefield, Conn. 

Morris Miller (Industry Committee No, 7), attorney, Washington, D. C. 

Paul H. Sanders (Industry Committee No. 8), professor, Vanderbilt University 
Nashville, ‘Tenn. 

Laurence A, Knapp (Industry Committee No. 9), attorney, Washington, D. C. 

Waiter H. Koehn, Jr. (Industry Committee No, 11), labor relations consultant, 
New York, N. Y. 

W. Willard Wirtz (Industry Committee No. 12), dean, Law School, Northwestern 
University, Evanston, Il. 

James C. Hill (Industry Committee No. 14), labor arbitrator, Pelham Manor, 
Nema 

Joan Borden Colt (Industry Committee No. 15), public relations consultant, 
Providence, R. I. 

Martin P. Catherwood (Industry Committee No. 16), dean, School of Industrial 
Relations, Cornell University, Ithaca, N. Y. 


Mr. Strerra. In addition, the records show that the public mem 
bers from Puerto Rico have, in the few instances where deviations 
occurred, voted for slightly higher rates than the public members from 
the mainland. 

The voting record of the labor members of these committees is also 
very interesting: 39 out of the 101 recommendations have been unati- 
imous, and in an additional 16 recommendations, only the employer 
members dissented. Thus, organized labor voted in favor of the final 
rate in more than half of these recommendations. 

It is also interesting to observe that, most of the time, Puerto Rican 
labor has voted with mainland organized labor. The records indicate 
that where there is a division in voting, it is based on group representa- 
tion rather than on whether members are from Puerto Rico or the 
mainland. 

In addition, it should be noted that the lowest rates in the home 
needlework industry have been the result of unanimous votes, which 
have included representatives from mainland labor. 
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Senator Doveias. That is the 171% cent hourly rate ¢ 

Mr. Srerra. Yes, sir; and 21 and 22 cents. 

The voting records of the committee members, and the minimum 
wages recommended for different industries, are appended to this re- 
port as table 9. 

As I have mentioned, many of the minimum wage rates which have 
been established by these tripartite industry committees have been 
the result of unanimous recommendations. This agreement of organ- 
ized labor, management, and the public, both from Puerto Rico and 
the mainland, indicates that in the judgment of all parties, these rates 
are the highest rates compatible with the ability of industries to pay. 

When we consider Puerto Rico’s tremendous progress in raising 
wage levels, which has gone hand in hand with oye program of in- 
dustrial expansion, | believe that we can say, without reservation, that 
the application of the Fair Labor Standards Act to the ( ‘ommonwealth 
has been in complete accord with the congressional intent of this law. 

I do not mean to imply that there are no deficiencies in the Fair 
Labor Standards Act, or in the procedures applied under it. In fact, 
I now want to examine the deficiencies which we believe do exist, for I 

feel that it is appropriate to do this while Congress is considering the 
act for possible amendment. 

The deficiencies, both legislative and administrative, which we have 
experienced in Puerto Rico may be summed up simply as “too little, 
too late.” 

First, too few hearings are being held. Under the present United 
States minimum, at least three committee hearings a year, together 
with an adequate committee staff, would be required to carry out the 
full intent of the law. 

But during the past few years, the Wage and Hour Administrator 
has been able to schedule only 1 or 2 hearings a year. This reduc- 
tion in hearings is contrary to the unanimous recommendation of a 
House subcommittee which investigated this problem in Puerto Rico 
in 1949. And if the United States minimum is revised, we believe 
that at least six hearings a year would be required to carry out the full 
intent of the law. 

Second, the holding of second hearings has consistently delayed 
final action on recommended w age changes. Sections 8 (b) and 8 (c) 
of the Fair Labor Standards Act require that each special industry 
committee, after conducting a full hearing, “recommend” to the Wage- 
Hour Administrator— 


the highest minimum wage rates for the industry * * *. 
Thereafter, under section 8 (d), the Administrator— 
after due notice to interested persons, and giving them opportunity to be 
peard * * * 
reviews the record made by the industry committee. 

The phrase “giving them opportunity to be heard,” I am advised, 
requires that the Administrator must grant any interested party a full 


hearing, even though a full hearing has already been held before the 
industry committee. 


In effect, the guaranty of a second hearing merely encourages dis- 
satisfied parties to appeal the recommendation of the industry com- 
mittee in order to postpone the date when the wage rate will be 
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changed. We are convinced that the whole process could be speeded 
up considerably if the second hearing were eliminated, 

Since all parties have an opportunity for full hearing before the 
committee, and since the Administrator reviews the record made by 
the committee, it would appear that any due-process requirements 
would be amply satisfied by permitting parties to point out, by brief 
or by objections alone, any deficiencies in the committee record. 

Senator Dovaias. This may be a very constructive suggestion. 
What you are saying is that appeals should be on the basis of briefs, 
rather than on the basis of hearings ? 

Mr. Sierra. That is right, and I make that recommendation. 

Senator Dougias. That recommendation would be dependent upon 
most of the decisions of an appellate court. 

Mr. Srerra. | am aes in agreement with you, Mr. Chairman. 
I make this specific recommendation at the end of my statement, 

Third, the Administrator has frequently delayed action on commit 
tee recommendations for long periods of time. Although the Ad 
ministrator normally accepts or rejects a recommendation within a 
reasonable length of time, on all too frequent occasions he has done 
neither for several months, 

There have been instances in which, because of legal and other re 
quirements, recommendations have waited 15 months for his decision. 
The statute affords no relief to interested parties in this unhappy 
circumstance, and the wage rate, of course, remain unchanged, 

Senator Doveias, Mr. Sierra, it seems to be extraordinary that the 
Administrator has delayed action for as long as this. Is it possible 
that your Government may have passed the word along to the Admin- 
istrator that you didn’t wish him to move too quickly ¢ 

Mr. Sierra. Well, we have urged that they move quickly. 

Senator Doveias. You have urged that they move quickly ¢ 

Mr. Sierra. That is right. 

Senator Doveras. You have never urged that he move slowly ¢ 

Mr. Srerra. No. As a matter of fact, the Wage and Hour Division 
claimed last year that they didn’t have ‘enough money to conduct the 
required number of hearings. ‘The Governor of Puerto Rico, there- 
fore, requested the legislature to appropriate money to offer to the 
Wage and Hour Division—they used only around $12,000 of the 
$25,000 that we offered. 

Asa matter of fact, I have already requested the Governor, and the 
Governor has requested the legislature, to make an appropriation of 
$100,000 in case it was needed and the Wage and Hour Division 
would be willing to take it, or some agreement would be worked out, 
because Puerto Rico feels the need of this continuing machinery to 
revise wages continuously. 

We don’t want industrialization just for a few, Mr. Senator. If 
industrialization cannot be profitable for all of the people of Puerto 
Rico, I tell you there will be no hope for the people of Puerto Rico. 
We don’t believe in that. We think that these wages have to be revised 
continuously, and as rapidly as possible, to see that industr y <loesn’t 
get an undue increase in profits and leave labor too far back. 

Senator Doveras. I know that you are a very polite gentleman, 
and that in addition to reasons of politeness, you do not wish to 
endanger the relationships between Duarte Rico and the Wage and 
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Hour Division, but have you any explanation for what seems to be 
an extraordinary delinquency on the part of the Wage and Hour 
Administration 

Mr. Srerra. I don’t have. I don’t think it is proper for me even 
to go into that field. 

Senator Dove.ias. Mr. Dubinsky, do you have any explanation? 

Mr. Duprnsky. My explanation would be the lack of sufficient ap- 
propriations for the functioning of the Department. 

Senator Doue.as. In other words, you don’t think it is a lack of 
will? 

Mr. Dusrnsky. I wouldn’t charge the Department with that; no. 
I was in Puerto Rico in January 1954. I iivavs complained about 
the delays in giving decisions by the Administrator. After I left 
Puerto Rico, I spoke to the Secretary of Labor and I spoke to the 
Administrator of the Wage and Hour Division, and pleaded only for 
one thing—speed—and was promised that speed would be applied. 

When I saw the growing delays, I wrote letters and called Wash- 
ington on the telephone. Despite all this, some 15 and 16 months have 
lapsed, and as of today, the final wage orders have not been issued. 

Senator Dovetas. Is this an example of the bold and efficient ad- 
ministration which supposedly the country was getting in 1952? 

Mr. Srerra. Mr. Chairman, I would like to say that I am entirely 
in accord with Mr. Dubinsky, that it is a question of lack of money, 
more than any other thing. With my experience and my relations 
with the Department of Labor, I think that I can confirm this state- 
ment, although I do not administer the law and I am not a part of 
the United States Department of Labor. Therefore, I thought I 
should not testify specifically on this point or answer the question. 

Senator Dovetas. I appreciate your restraint in this matter, but 
it has been my observation that in our Government there is always 
enough fat which they can draw upon so that they can meet almost 
any normal emergency. 

| think I notified representatives of the Department of Labor that 
they should bring in a schedule showing the length of time between 
the recommendation of the industry committees, the second hearings 
and then the final awards by the Administrator. 

(The schedule referred to appears in the statistical appendix.) 

Also, I understand that before the industry committees are set up, 
there is a preliminary survey. In fact, I would like to have the De- 
partment of Labor draw a chart similar to the charts prepared by 
scientific management experts showing the sequence of steps involved 
in the whole process. 

It sounds as though the procedures have been devised by a gentle- 
man by the name of Rube Goldberg. 

Mr. Srerra. May I proceed, Mr. Chairman ? 

Senator Dovenas. Yes. 

Mr. Srerra. It is possible that there are budgetary considerations 
which slow up the Administrator’s review of the committee’s record 
and recommendations, but any quasi-judicial process which takes this 
long to be completed defeats the purpose of the legislation it is sup- 
posed to implement. 

The problems we have noted above constitute the greatest single 
deficiency in the present legislation, in terms of its application to 
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Puerto Rico. It can be remedied by adequate appropriation, by legis 
lative revision, and on the administrative level. 

In summary, we have to recognize that the individuals making up 
the industry committees have done an outstanding job. On the other 
hand, the procedures involved—which have nothing to do with the 
individuals—have, in many respects, been slow and cumbersome. 
Although Puerto Rico has apparently been criticized for these pro 
cedural deficiencies, it should be noted that Puerto Rico has never 
had any responsibility to discharge in the administration of these 
procedures. 

We are greatly pleased with the overall success of the flexible 
industry-by-industry approach, and we are convinced that if the pro 
cedures are revised in accordance with the recommendations outlined 
below, the full intent of the law can be carried out in Puerto Rico. 

The Commonwealth of Puerto Rico believes that any change in the 
minimum wage law affecting Puerto Rico should recognize the fol 
lowing basic principles: 

(1) That as soon as feasible, actual or prevailing wages in Puerte 
Rico should be determined not by the Government in the form of 
minimum wages, but by the free domestic process of collective bar 
gaining between labor unions and employers. 

This bargaining should be based upon true minimum wages which 
represent a floor to support a decent standard of living, and not a 
ceiling reflecting the maximum that employers can pay. In other 
words, we believe that the ultimate wage pattern in Puerto Kico 
should be determined by the same philosophy that exists in the States 
and in any true industrial democracy—(a@) a fair basic minimum as 
a floor; and (7) collective bargaining. 

It should not be a pattern of wages that are fixed by governmental 
action, whether they are called minimum or prevailing wages. 

(2) Until the labor movement grows in strength in Puerto Rico, 
however, the prevailing wages in most industries will take the form 
of legal minimum wages. These wage levels should be progressively 
adjusted within the limits of the ability of Puerto Rican industry 
to pay. 

(3) Wage levels in Puerto Rico should always take into account the 
profound influence of wage levels in the United States. Wage levels 
in the States profoundly affect the competitive position of industries 
in Puerto Rico which compete with industries in the States. As 
wages increase in the States, the ability of competing industries in 
Puerto Rico to increase wages is improved. 

(4) Wages in Puerto Rico have not been static during the past 5 
years, as has been the case with statutory minimum wages in the States. 
While legal minimum wages in the States during the past 5 years have 
remained at 75 cents, minimum wages in Puerto Rico in most com 
peting industries have greatly increased—some of them by more than 
200 percent. 

(5) Wage differentials between Puerto Rico and the States cannot 
be taken as a gage of competitive equality. Although wages may be 
lower in Puerto Rico, they may be offset to a greater or lesser extent 
by adverse factors that result in increased costs to industry in Puerro 
Rico, such as the cost of importing raw materials, the cost of export- 
ing finished products to markets in the States, the necessity for ad- 
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justment of workers with an agricultural background to mass-produc- 
tion methods, and many other adverse factors. 

(6) As I have said previously, the government of the Common- 
wealth is firmly committed to the principle of increasing wages as 
rapidly as possibly and to the highest possible level, in order to con- 
tinue to raise living standards in Puerto Rico with full knowledge 
that this will have a tendency to reduce wage differentials between 
the States and Puerto Rico. 

(7) Increases of minimum wages in Puerto Rico must be made on 
a flexible, industry-by-industry basis. This approach is necessary 
because minimum wages are in most instances prevailing wages in 
Puerto Rico; because minimum wages have been continually increased 
in Puerto Rico while United States minimum wages have remained 
static; because some of the increases in Puerto Rico have been ex- 
tremely sharp; because some of these increases have been made within 
the past few months; because industries are relatively new; and 
because of other factors such as the overall physical productivity of 
each industry. 

(8) Because adjustments of minimum wages are the usual method 
available for adjustments of prevailing wages, it is necessary that the 
machinery for such adjustments operate expedit iously. 

Changes should be made in the existing machinery provided by law, 
and in the law itself, and adequate funds for administration should 
be provided in order to avoid delays of the character that have here- 
tofore been experienced. 

Senator Dove.as. I am informed that the House, in the appropria- 
tions bill for the Department of Labor, has increased the appropria- 
tion for this purpose by $45,000 and that this bill is now before the 
subcommittee of the Senate Appropriations Committee, 

And I think that representations by interested parties would have a 
real effect. 

Mr. Srerra. That is good news for us, Mr. Chairman. 

(9) In keeping with the letter and spirit of the Commonwealth and 
of the compact between the Government of the United States and 
the people of Puerto Rico, provision should be made for participa- 
tion by the Commonwealth government in the determination of 
minimum wages under Federal law. 

Accordingly, our recommendations are as follows: 

(1) The basic provisions of the existing law with respect to Puerto 
Rico should be retained for the present time to provide for constant 
upward revisions of minimum wages in Puerto Rico rather than for 
a statutory minimum wage as in the States. 

(2) If the minimum wage in the States is to be increased at the 
present time, provision should be made for a rapid survey and adjust- 
ment of minimum wages, industry by industry, in Puerto Rico, by 
a special committee or by the Secretary of Labor of the United States. 

This committee or the Secretary of Labor should be directed to 
increase minimum wages, industry by industry, in Puerto Rico within 
the limits of the same percentage by which minimum wages are to be 
increased in the States, if and to the extent that this committee or the 
Secretary of Labor finds that such increases are (a) feasible in view 
of the economic position of a given industry in Puerto Rico, and (+) 
desirable in order to maintain fair competition between plants in the 
United States and in the Commonwealth. 
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(3) The existing provisions of law with respect to minimum-wage 
committees in Puerto Rico should be retained, but amended in three 
respects: (a) to provide for the elimination of the delays caused by 
the cumbersome procedures involved in a second hearing before the 
Wage-Hour Administrator; (6) to provide for the appointment of at 
least 6 committees each year (this is necessary in order to review all 
orders at least once every 2 years), or to provide for the creation 
of a permanent committee with continuing jurisdiction to fix minimum 
wages and with authority to issue wage orders that will become effec- 
tive unless put aside in whole or in part by appropriate courts of ap- 
peal; and (c) to provide for the appointment of at least half of the 
members of such committees, or members of the permanent committee 
by the Secretary of Labor of the United States upon recommendation 
of the Commonwealth government made in consultation with labor 
and industry. 

(4) The expenses of administration of this program should be 
shared by the Commonwealth and the Federal Government on an ap- 
propriate basis. 

Senator Doveias, Thank you very much, Mr. Sierra. 

A number of questions come forward. Iam informed that in 1947-48 
the minimum-wage board began its studies of the needlework industry 
to determine the ‘desirability of fixing minimum wages for the work- 
ers in that industry. The report— -and this is taken from the Governor 
of Puerto Rico’s report—noted that preliminary work had begun on 
on order for the needlework industry. 

The order was finally issued and made effective on the 2d of Janu- 
ary 1953, providing for a wage of 25 cents an hour in factories and 20 
cents an hour for homeworkers. 

Apparently, therefore, it took 5 years to get this order out. 

Mr. Srerra. This was a study for the aliest ry that operates locally. 
I have not been a member of the minimum-wage board in Puerto Rico. 
The minimum-wage board is not my department. But the law specifi- 
cally says that the Secretary of Labor cannot amend any wage order 
of the board. He has the responsibility of enforcing it. 

And according to my recollection, this study was started by a pro- 
fessor from the university. And then this person had to stop the study. 
Then later on came a serious situation for the industry as a result of 
competition with the Philippines and Japan. That competition is re- 
flected in the local industry, because some of these plants, although 
operating for the local market, also operate for the mainland. And 
the situation was that the members of the board found out that the 
order would be a ridiculous order. So they stopped it in the local 
industry. That is what my recollection is. 

Senator Doveras. In the meantime there was no minimum wage / 

Mr. Srerra. For the local industry, yes; that is right. That was the 
situation there. 

Another thing is that the Minimum Wage Board of Puerto Rico 
loes not issue minimum wages for the industry as a whole. It issues 
minimum wages by occupations. They don’t want to leave the skilled 
and the semiskilled workers all together. 

So it takes time for the minmum-wage board to make a study by 
occupations in each industry. 

More than that, the law authorized the board to consider vaca- 
tions with pay for these workers and to fix other conditions of employ- 
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ment. It is a slow procedure. And we have been studying the possi- 
bility of making changes in the law. 

We are anxious to see labor more active so that labor can take care 
of these social duties to increase wages by classifications and not have 

1 law and not have the board just getting into the classification of 
Soe themselves. At present it is a difficult task. Mr. Chairman, | 
am sure you know the field. 

Senator Doveras. It sounds to me that the way you have been 
operating is very similar to that under which New Zealand operated 
for many years, with very minute regulation of wages, rather than 
a mere minimum wage. 

Mr. Dubinsky, do you have any comments on how the administra- 
tion could be speeded up and made more efficient ¢ 

Mr. Dupinsky. Yes, Senator, I do. But I want to be frank with 
you. Tam a little bit, should I say, disappointed, because in the con- 
versations that I had with the Secretary of Labor and the Governor 
of Puerto Rico, they recognized the nature of the existing problem. 
They recognized that we may have justified complaints against the 
prevailing conditions in Puerto Rico, and the unfair competitive ad- 
vantages enjoyed by this island. 

And that is why I came here this morning. I wanted to hear the 
Secretary and the Resident Commissioner. I wanted to hear what 
their proposals would be. The only proposal made related to com- 
mittee procedures. And I claim copyright on some of these sugges- 
tions. No other proposal was discussed. 

If you remember, Senator, I complained against the committees; 
and I still complain against the committees; and I said at that time 
that the public members influenced the decisions of the committees. 

And if you will read the table that has been submitted by the Secre- 
tary of Labor of Puerto Rico, you will see that special industry com- 
mittees were far from unanimous even though there was a substantial 
amount of agreement. As I previously suggested, the mainland should 
get at least an equal number of committee members. 

Mr. Srerra. We do not disagree with that. 

Mr. Durrnsky. The proposal now, I see, is that the island get an 
equal number of members with the mainland. 

Mr. Srerra. That the island get half of it. 

Senator Doveias. Well, there are only two halves. 

Mr. Srerra. We will take either half. 

Mr. Dupinsky. Let’s be frank about it. This isa chess game. The 
committee consists of nine members. When you say at least half, that 
means five. It cannot be four and a half. The one that gets at least 
a half gets five. 

Mr. Sterra. We recommend 6, and they can recommend 6. The sit- 
uation is this: We never have had participation in this program. 

Puerto Rico has never recommended, but has only supplied, a list 
of names for public representatives. And then Puerto Rico is taking 
all of the blame for this cumbersome procedure. And I think that it 
is fair for Puerto Rico to be at least represented in some way. 

Senator Doucias. You would agree to even-numbered committees ? 

Mr. Srerra. Yes, sir. We will agree to even-numbered committees. 

Another thing is this, Mr. ¢ ‘hairman: I would like to say this if you 
will give me a minute to explain. 
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I think this question of lining up Puerto Ricans and the mainland- 
ers in these committees has not been good—neither for labor polic les 
nor for the relations between committee members. I think that Puerto 
Rico should have the right to recommend to the Secretary of Labor 
the labor representative from the States, or vice versa, and that the 
Secretary of Labor can ask industry in Puerto Rico or labor in Puerto 
Rico to recommend for the appointment. 

We would like to see this line of mainland and islander break out, 
because I don’t think it is good. But if we say at least half—well, 
strike out the wards “at least”—if Puerto Rico will have half of the 
committee, or recommend half of the committee—and Mr. Dubinsky 
can be sure we are going to recommend people from the mainland, 
because we are interested in breaking this line. 

Mr. Dusinskxy. Will you permit me just a word or two, because I 
don’t want to prolong this. 

Senator Douaias. Yes, sir. 

Mr. Dusinsky. It is my contention that the system of the com- 
mittees hasn’t worked right. The evidence presented here by me and 
presented by the Secretary of Labor shows that it took 16 and 19 
months to activate a wage order. At the same time, the wage gap 
between Puerto Rico and the mainland steadily widened. When the 
mainland minimum is raised, the corresponding adjustments in Puerto 
Rico cannot be left to the committees alone. Something concrete must 
be done by the Congress in order to prevent the further widening of 
the wage gap. 

I don’t know what conclusion you gentlemen will come to; but it is 
a serious problem. It cannot be resolved by an argument that Puerto 
Rico has a higher average wage than Great Britain—and I saw, Sena- 
tor, that you referred to it. You, as my professor of economics, al- 
Ways taught me that it isn’t what the wages are, but what their pur- 
chasing power is, what you buy with the wages that counts. Thus, it 
would have been only fair for the Puerto Ricans to present you also 
with data on the standard of living of the workers of Puerto Rico as 
well as the workers of Great Britain. Actually, I prefer, instead of 
going into a debate at this time, to send in a memorandum on the 

various issues raised before you. 

Senator Doveas. I don’t know whether the International Labor 
Office has computed for Puerto Rico this cross-index of living costs 
which they used to carry out for other countries, and whether that 
comparison can be made. 

Mr. Srerra. Can I ask, Mr. Samuel Weiss, consultant to the Puerto 
Rican government, to explain this? 

Senator Dovetas. Yes. 

Mr. Weiss. These figures take into consideration the differences in 
purchasing power, because when you translate, for example, from 
pounds to dollars, the free market takes that into account. We are 
talking about rates, not annual incomes. Standards of living can be 
studied by the use of annual figures. The rates shown do take into con- 
sideration the differences in purchasing power of the various countries. 

Senator Dove.as. You mean the pound is valued at $2.80-—— 

Mr. Weiss. Whatever the free market value is. 

Senator Doveias. Well, we don’t want to get into too complicated 
questions. But the inter nal cost of livi ing is different from the cost of 
commodities traded in international exc hange. 
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Mr. Weiss. The Department of Labor does consider this a fair re- 
lationship of earning rates between those countries and Puerto Rico. 

Senator Dovetas. When I lose my job, I will go down to Puerto 
Rico and try to hire myself out. 

Mr. Srerra. Mr. Chairman, I would like to state for the record that 
I have never admitted that there is an unfair competitive position with 
the mainland. I would like to say in addition to what Mr. Dubinsky 
has said that we recognize that there is a problem in Puerto Rico. We 
have been trying and we have been discussing this problem with Mr. 
Dubinsky in the hope that labor and a government that can be con- 
sidered as sympathetic to labor could be in full agreement before this 
committee. 

Senator Dove.as. Well, I take it then that this is simply the second 
round of negotiations—or the opening round—and that each side is 
sort of feeling out the other. 

Mr. Srerra. Mr. Chairman, I would like to say this also: That I 
am a secretary of labor of Puerto Rico, and I am concerned with the 
whole picture of the economic operation, and not just one industry. 

Senator Dove.as. Surely. I understand. 

Mr. Srerra. I am not talking of a single industry, but I am talking 
about all of the industries of Puerto Rico. I am not talking of 
only. one group of workers but of all the workers of Puerto Rico. 
That is our main responsibility as a government that tries to dis- 
charge its responsibilities toward the whole community. 

Senator Dovetas. Thank you very much. You have made a very 
able presentation. 

The next witness is Mr. Louis Brown, wage and compensation officer 


for the Department of Agriculture and Labor, St. Thomas, Virgin 
Islands. 

Mr. Brown, we are very glad to have you. 

Mr. Brown. Thank you. 


STATEMENT OF LOUIS BROWN, WAGE AND COMPENSATION 


OFFICER, DEPARTMENT OF AGRICULTURE AND LABOR, ST. 
THOMAS, V. I. 


Mr. Brown. My name is Louis E. Brown. I am head of the divi- 
sion of labor under the newly organized Insular Department of Agri- 
culture and Labor of the Virgin Islands. 

Since this department of our local government has recently been 
established pursuant to Governor Alexander’s reorganization program, 
we are limited in our supply of statistics concerning the economic 
stability of the Virgin Islands. I shall, however, try to give you in 
the limited time available and from the exceedingly sparce data at 
hand the position of the local administration on this matter. 

The Virgin Islands cannot be compared with Puerto Rico for several 
reasons. Among these are population, natural resources, and indus- 
trial development. While Puerto Rico has a surplus of labor, the 
Virgin Islands suffer a severe shortage. Consequently, there is prac- 
tically no possibility for labor exploitation. 

We feel very strongly that the Fair Labor Standards Act should 
apply to the Virgin Islands, with the exception of the wages therein 
set forth. There should be a definite understanding that the industry 
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committee system be continued. This committee, comprised of 5 per 
sons (2 appointed from labor, 2 from industry, and 1 from the public) 
should be authorized and provided with sufficient funds to make an 
economic study of conditions in the islands once every 2 years. 

Based on the committee’s findings, a minimum wage for each indus- 
try in the Virgin Islands coming under interstate commerce should 
be set by wage orders. 

This committee has functioned very effectively in the past; but due 
to the lack of funds has not been able to perform its functions during 
recent years. 

This has resulted in great dissatisfaction to Virgin Island workers 
engaged in interstate commerce activities. We strongly urge that 
this committee be continued in any new legislation, and that sufficient 
funds be made available to it, in order that the economic conditions 
of the Virgin Islands be investigated every 2 years and determinations 
made as to minimum wage rates based on the ability of each industry 
to pay. 

This system would prove satisfactory to both management and labor 
in the Virgin Islands. 

We have limited local natural resources, but even these have not 
been fully developed and utilized, although the number of people 
dependent on them has shown an upward trend in recent years. 

In St. Croix the principal industries are cultivation of sugarcane, 
cattle raising, truck ustdan the and the manufacture of rum. St. 
Thomas is the most highly commercial island and tourism, bundering 
and other servicing of ships, handicraft, and the manufacture of 
rum and bay rum are the principal industries. 

The industries of St. John are limited to the production of charcoal, 
limited cattle raising, farming, and more recently tourism. 

Industries presently operating in the Virgin Islands which are sub- 
ject to the Fair Labor Standards Act include banking, manufacture 
of bay rum and oil, communications, meat packing, property motor 
carriers, rum and other alcoholic beverages, shipping, wholesaling, 
and straw and linen products. 

The approximate number of employees in such industries in the 
Virgin igh amounts to 855. Actually only about 12 percent of the 
industries in the islands come under interstate commerce. 

The extension of the provisions of the Fair Labor Standards Act 
to the Virgin Islands is strongly urged by the local administration; 
but since the general wage provisions would be undesirable from an 
economic standpoint, the more fitting course would be the continuation 
of the industry committee, outlined earlier, to investigate the economic 
conditions of the islands every 2 years and determine the minimum 
wages based on industry and their ability to pay. 

As the economic level raises and the sitio of industries increases, 
it is reasonable to presume that the Virgin Islands will, at some time 
in the future, be sufficiently strong economically to withstand the same 
wage minimum established for Puerto Rico and continental United 
States. This will, of course, be based on the findings of the industry 
committee provided for in the Fair Labor Standards Act. 

Senator Doveias. Thank you, Mr. Brown. 

I have in my hand a table submitted by the United States Depart- 
ment of Labor, Wage and Hour and Public Contracts Division, as of 
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April 7, 1955, and which, therefore, is presumably up-to-date. This 
table gives the minimum wage rates in the Virgin Islands under the 
Fair Labor Standards Act. 

I am going to show you this table. If you find it to be correct, I will 
ask that it be put in the record at the conclusion of your remarks. 

Mr. Brown. This is approximately correct; yes, sir. 

Senator Douc.ias. Those figures are correct ¢ 

Mr. Brown. Yes, sir. 

Senator Dovueias. That table will be put in the record at the con- 
clusion of your remarks, 

Mr. Brown, I take it that what you are really saying is you don't 
want the minimum wage level increased at the moment / 

Mr. Brown. Not without a study; not without a study. I can’t tell 
vou, frankly, what the wages should be, because we don’t have a study. 
We just can’t arbitrarily—I don’t feel we should arbitrarily set a 
figure. I do believe that the prevailing wages are rather high, but 
they are fluctuating. 

Senator Douegias. You think the Governor of the Virgin Islands 
should have some share in the appointment of the committee. 

Mr. Brown. While I would say “Yes” I would say, also, that be- 
cause of the fact that the committee is going to make its recommenda- 
tion on the facts that they have gotten through their study, in my 
opinion it is irrelevant as to whether they come from the States or 
whether they come from the Virgin Islands, because I do feel that the 
decision would have to be based on the facts before them. So it is 
irrelevant whether they came from the Virgin Islands or the mainland. 

Senator Dove.as. You would be willing to accept a mainland com- 
mittee ? 

Mr. Brown. Yes. 

Senator Doueias. Do you think the people of the Virgin Islands will 
do so? 

Mr. Brown. Yes, sir. 

Senator Dove.as. The population of the Virgin Islands is about 
25,000 ? 

Mr. Brown. 26,000. There are about 5,000 people in St. Croix, and 
the balance in St. Thomas and St. John. 

Senator Dove.as. Only about 1,000 in manufacturing and home- 
work ? 

Mr. Brown. That 1s right. 

Senator DovuGas. Pend groups are in agriculture and some 
in trade? 

Mr. Brown. In trade, yes. It is about 1,000 employed outside—I 
mean, 1,000 within the framework of interstate. The others are at the 
local level. 

Senator Doueias. What do you mean by that homework ? 

Mr. Brown. I mean the linen factory, the shipping and the dock- 
workers; they all come into interstate commerce, but the greater por- 
tion are outside of interstate commerce. 

Senator Dovueias. Well, of course, that would be the farmworkers, 
and so forth ? 

Mr. Brown. Yes, and trades. 


Senator Doveias. How about people who do needlework in their 
homes ? 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1209 


Mr. Brown. You mean self-employed ¢ 

Senator Dovaias. Well, domestic workers, so-called, handicraft 
workers. 

Mr. Brown. Well, I would say that amount is nil. In fact, we have 

i linen factory in St. Thomas recently went into operation, but the 
majority of the workers in the Virgin Islands are in farming, in the 
service, and trade. 

We have about 559 families, of which about 230, I would say, are 
actually families; the remaining number, they work on their own 
land, at the same time subsidized by work at the Virgin Island’s Co.. 
but we have about 230 independent families. 

Senator Doueéias. But you feel that the committee should make the 
study, rather than an arbitrary wage being fixed here in Washing 
ton ¢ 

Mr. Brown. Definitely. Employers are always seeking to get the 
most. 

Senator Doveras. On the other hand, any congressional committee 
in Washington is very far from the facts, and it is very hard for us 
to find out. 

Mr. Brown. Well, a committee appointed by the Governor, I believe, 
will do a quicker job, and it would cost less than a committee coming 
from the mainland. Only on the basis of dollars and cents, I woul d 

say, “Yes.” 

T think that our Department of Labor—I spoke to the Governor and 
I said to him with a few thousand dollars we can get this economic 
data. 


As a matter of fact, if we can get the basic data, then the committee 
coming from the States would be helped considerably. 

Senator Doveras. Thank you very much 

Mr. Brown. Thank you. 

(The table referred to by Mr. Brown follows :) 


Minimum wage rates in the Virgin Islands under the Fair Labor Standards Act 
(effective Nov. 26, 1951) 
Industry and branch 


Vinimum wage 


Alcoholic beverages and industrial alcohol: rate (cents 
Rum: per hour) 
St. Thomas and St. John __- 
St. Croix s 
Other ' ‘ ae: 
Art linen, handmade: 
Hand-sewing operations 
Other operations___—- wince 
Banking, insurance, and real estate 
Bay rum and other toilet preparations 
Buttons, pearl____- 1 i al tedb bladbaikath himseiinehantasetbapihetiniien 
Communications and other public utilities 
Construction 
Doll —- 
Fruit and vegetable pac king and ‘farm products assembling 
Meat packing sailed ce tiinhadbittaitpin os 
Ship and boat building and equipment eran 
Shipping and transportation : 
General division (hp whn te hecstunctictiel 
Wind-driven vessel division_.. itticctiitittitpins 
Straw goods, handmade: 
Hand-sewing and hand-weaving operations_- 
Other operations ee 
Wearing apparel______- : 
Wholesaling and trucking_- 
Miscellaneous (all industries not “specified above) __ abies 
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Senator Doveias. And I am also going to put in the record corre- 
apermanee which we have received addressed to me and to Senator Hill 
about the question of the application of the wage-and-hour provisions 
to American Samoa. 


( The letters referred to follow :) 


LAW OFFICES, BINGHAM, COLLINS, Porter & KISTLER, 
Washington 5, D.C., April 28, 1955. 
Hon. PaAuL H. DovuacLas, 
United States Senate, Washington, D.C. 


My Dear Senator: As chairman of the Subcommittee on Labor of the Senate 
Committee on Labor and Public Welfare, now conducting hearings on the Fair 
Labor Standards Act of 1938, I am taking the liberty of enclosing a copy of a 
letter directed to Hon. Lister Hill, chairman of the Committee on Labor and 
Public Welfare, by Mr. W. D. Moore, Jr., foreign production manager of the 
Van Camp Sea Food Co., Inc., of Terminal Island, Calif. 

It is possible that Senator Hill has already transmitted this letter to you. 
However, because of the unique situation existing in American Samoa, we feel 
it is not amiss to call your attention again to his problem in the hope that your 
committee will give careful consideration to all phases before making your 
final recommendations to the full committee. It is not believed that the Con- 
gress originally intended to apply the same standards to workers and employers 
in American Samoa that are applicable in continental United States. The 
total lack of industry on the island and “know-how” on the part of American 
Samoans would make such an approach unrealistic, even in 1955. 

Until the economy of the island is more stable and the natives learn trades 
and acquire industrial skills, we respectfully submit that some exceptions should 
be made for the island, excluding it from the present law, or by according the 
Territory of American Samoa special treatment. This is in accordance with the 
act of the Fono, or local legislature. 

It may also be pointed out that the effect of applying by law the present Amer- 
ican standard of wages in that area of the Pacific would be very disturbing 
to other governments, such as the Philippines, New Zealand, and Australia, who 
are resvonsible for building un the economy of the neighboring islands under 
their sovereign jurisdiction. While the United States has led, and will lead, 
the way, timing a program to local needs and conditions is an important factor 
in this problem. 

If I can give you any additional information concerning this matter which 
would be helpful I would be glad to come over and see you at your convenience. 

Sincerely vours, 
. LINTON M. COLLINS, 
Attorney for Van Camp Sea Food Co., Ine. 


oo 


Marcu 18, 1955. 
Hon. Lister HILL, 


Chairman, Labor and Public Welfare Committee 
of the United States Senate, Washington, D. C. 


DeAR SENATOR HILL: We are addressing you with reference to amendments to 
the Fair Labor Standards Act of 1938, as amended. It is our opinion, as out- 
lined herein, that the Island of American Samoa should be exempt from the pro- 
visions of the act. We would appreciate, and hereby request, the opportunity to 
be heard by your committee when hearings are held on the proposed amendments 
now pending in Congress. 

The Fono, or the legislature, of the Island of American Samoa, in a special 
session, held from June 28, 1954, to July 1, 1954, passed a resolution, a copy of 
which is attached, requesting the Governor, through the Department of Interior, 
“to negotiate for exemption of American Samoa from the Wage end Hour Act 
by virtue of the relatively lower living costs in Samoa.” It was the consensus 
of opinion of the legislature that only by so doing could the island become at- 
tractive to industry for location there, and that some advancements in this re- 
gard are essential to the building of an economy there which in turn will lessen 
the burden of the American taxpayer. It is our understanding from Governor 


Lowe that this will be presented to you or your committee through official 
channels. 
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As you no doubt know, American Samoa has been a possession of the 
United States since about 1990. Its affairs are administered through the Office 
of Territories, Department of Interior. That Department has been endeavoring 
for some time to interest American concerns in locating there, that the people 
on the island may learn trades and business, and may become self-supporting 
No industries or businesses are now located there to provide employment for 
more than a few hundred people. Due to the background of the natives on the 
island, their lack of opportunity and experience, workers cannot be expected to 
earn wages comparable to those paid continental United States or stateside 
workers. The Government has established a pay scale to meet standards that 
exist in that part of the world, particularly in neighboring islands, such as 
Western Samoa, Tonga, and other Pacific territories under the jurisdiction of 
other nationalities. 

This company, at the behest of the Department of Interior, has gone to Pago 
Pago for the purpose of endeavoring to establish a fishery and a fish-processing 
and canning plant. It is on a trial basis. In the first 12 months of our experi- 
ment, it has been found that the American Samoans are adaptable to catching, 
cleaning, and processing fish and seafood, but it takes 3 to 5 people to do and 
perform what 1 American laborer or worker in the States can do. 

Consequently, we believe that if your committee studies the situation that 
exists there, a realistic approach, for the time being, in relation to the local 
economy and living conditions, will be made and result in a fair law to assist 
these peoples in helping themselves. If the United States or stateside standard 
of wages and hours are continued to be made applicable to local conditions in 
American Samoa, there will be no incentive for American concerns to move in 
and build up the island. 

During the 838d Congress, several proposals were made for legislation. Two 
bills (S. 3831 and H. R. 10181) had the clearance of the Bureau of the Budget, 
which meant the approval of the Interior Department, the State Department, 
the Defense Department, and the Labor Department. 

There are now pending many bills for amendment to the Fair Labor Standards 
Act. Some of these propose a law applicable to American Samoa as now applies 
to Puerto Rico and the Virgin Islands. In those territorial possessions, the 
Secretary of Labor, after public hearings on recommendations ef an advisory 
committee, may promulgate wages and hours which must be followed. We be 
lieve you would agree with us that the economy and industrial development in 
those islands far surpasses that of American Samoa. 

If the recommendation of fono is accepted for a limited time and then re- 
viewed by the Congress, such a procedure would then be expedient. 

We have discussed this matter with Governor Lowe of American Samoa, and 
with officials of the Interior Department. We believe they heartily concur 
in these views. We are convinced that both the Labor Department and organ- 
ized labor likewise want a fair law for the island peoples. 

If there is any information we can obtain for you, we will be glad to do so. 
Will you please notify our attorney, Mr. Linton M. Collins, 1100 Tower Building, 
Washington 5, D. C., of any scheduled hearings, and us in due time, so that 
we may appear and testify. 

Most respectfully submitted. 

W. D. Moore, Jr., 
Foreign Production Manager. 





GOVERNMENT OF AMERICAN SAMOA 
LEGISLATIVE BRANCH 


Tutuila, American Samoa 


Fono RESOLUTION C 


JR: ReEso.ution 8 


The Legislature of American Samoa in joint session assembled, acknowledzes, 
with great pleasure, the opening address of His Excellency the Governor to the 
fono on the 28th of June 1954. 

The fono is fully aware that the Governor possesses the sole power to enact 
laws in American Samoa. Therefore, respecting his authority, the fono asks 
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that the recommendations contained herein be looked upon as outlines of policy 
which the Governor may or may not wish to enact into law. The fono feels that 
it is in the best interests of Samoa to follow these policies until an adequate 
Corporation Code has been enacted, at which time the fono will resume a more 
positive role in advising on matters concerning legislation. 

(1) That amendments to the code be made, as may be necessary, to induce 
industry to locate in American Samoa; and that amendments for incentive pur- 
poses be made effective for a limited period of time. 

(2) That his Excellency the Governor requests the Department of Interior 
to negotiate for exemption of American Samoa from the Wage and Hour Act 
by virtue of the relatively lower living costs in Samoa. Such exemption will 
undoubtedly prove itself a desirable measure as well as an attractive industrial 
incentive. And further, such exemption if necessary may be made for a limited 
period of time. 

(83) That new industries be enfranchised individually and for a specific purpose 
so as to preclude monopoly and economic control by any one group. 

(4) That laws pertaining to taxes and licenses for new industries be made. 
And that His Excellency the Governor, assess, evaluate, and estimate the 
amounts thereof; and award exemptions as may be necessary for a limited 
period of time, 

(5) That His Excellency the Governor, for the present, take all measures 
to insure the protection of the lands, customers, and culture of the Samoans as 
practiced by the United States for the past 54 years while the industrial incen- 
tives are being developed and until the Corporation Code and the Constitution 
of American Samoa are completed. 


Senator DouGcias. We meet this afternoon at 2 o’clock in this room, 
and we will have the witnesses who were to have testified yesterday 
afternoon but whom we couid not call because of the session of the 
Senate, 

If there are no other matters, we will recess until 2 o’clock. 

(Whereupon at 12 noon, the subcommittee recessed to reconvene at 
2 p.m. the same day. ) 


(See volume 2 of hearings, p. 1145.) 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


FRIDAY, MAY 6, 1955 


UnNtrrep STares SENATE, 
ComMITreE ON Lasor anp Pusiic WeLrare, 
SUBCOMMITTEE ON Lapor, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:05 a. m., 
in room P-38, Capitol Building, Senator Paul H. Douglas (chairman), 
presiding. 

Present: Senator Douglas (presiding). Other committee members 
present: Senator Allott. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members; and Dr. Fred H. Blum, consultant. 

Senator Doueias. The subcommittee will come to order. 

There were two witnesses who were scheduled at previous sessions. 
Because of the congestion of the calendar, they could not be heard. 
We are very glad to hear them this morning. Mr. Hodgson of the 
Minnesota Retail Federation. 


STATEMENT OF THOMAS H. HODGSON, CHAIRMAN, MINNESOTA 
WAGE AND HOUR EXEMPTION COMMITTEE, AND EXECUTIVE 
VICE PRESIDENT, MINNESOTA RETAIL FEDERATION, INC. 


Mr. Hopeson. I am Thomas H. Hodgson, executive vice president 
of the Minnesota Retail Federation, and chairman of our Minnesota 
Wage and Hour Exemption Committee, a group of retail and service 
trades associations grouped together voluntarily to present to you our 
statement this morning. 

Mr. Chairman, I would also like to file with you the separate state- 
ments of the Minnesota Hotel Association and the Minnesota Restau- 
rant Association. The one is attached to our longer statement and 
the other L am giving to you now. 

I wish to thank your staff, sir, for letting me speak out of turn 
because I was coming here this weekend anyway and it meant a great 
deal to me to appear now rather than on May 2. 

The conclusion of our group is stated on our covering letter in the 
last paragraph: 

These associations and their members now oppose any congressional action 


that would change the present exemption provisions of the Fair Labor Standards 
Act. 


This, Mr. Chairman, is a Minnesota statement, pure and simple. 
We are not speaking for anybody else. It is a home product. 
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If it is agreeable with you, I would much rather not drone through 
these statements of some 18 pages, but would much prefer, if I may, 
to visit informally with you on some of the ideas that we bring out 
here. 

Senator Doveras. Would you like to have your statment made a 
part of the record / 

Mr. Hopason. I certainly would, Mr. Chairman. 

Senator Dovucias. That will be done at this point. 

(The prepared statement of Mr. Hodgson follows :) 


Senator Douglas and gentlemen, it is an honor to present this statement in 
behalf of the 27 trade associations subsequently listed. 

These associations represent more than 60,000 retail stores, hotels, restaurants, 
grain elevators, feed dealers, and other firms servicing farmers, motels, resorts, 
laundries, drycleaning shops, and several other vendors of services in Minnesota. 

Back in 1938 and 1949, they opposed with good reason the imposition of Federal 
wage and hour provisions on their businesses. Their thousands of members 
have long been aware of how unnecessary and unreasonably burdensome such 
coverage could be for businesses local in character. 

These associations and their members now oppose any congressional action 
that would change the present exemption provisions of the Fair Labor Standards 
Act. 

My statement is made at the express request and with the approval and en- 
dorsement of the following State trade associations with members in Minnesota : 


Cleaners and Launderers Institution, George E. Samels, executive 

Farmers Elevator Association of Minnesota, Lloyd Nelson, executive 

Independent Retail Lumber Dealers Association, Edwin W. Elmer, executive 

Minneapolis Grain Exchange, Ronald Kennedy, executive. 

Minneapolis Retailers Association, C. A. Wildes, executive 

Minnesota Association of Small Loan Companies, Herbert J. Dower, executive 

Minnesota Automobiles Dealers Association, Leo B. Faricy, executive 

Minnesota Florists Public Relations Committee, Perry S. Williams, executive 

Minnesota Funeral Directors Association, Philip Iacavino, executive 

Minnesota Hotel Association, Mark J. Ocken, executive 

Minnesota Implement Dealers Association, Charles Partridge, executive 

Minnesota Institute of Laundering, George E. Samels, executive 

Minnesota Motel Association, Elmer Berdahl, executive 

Minnesota Resort Association, Mark J. Ocken, executive 

Minnesota Restaurant Association, Mark J. Ocken, executive 

Minnesota Retail Federation, Thomas H. Hodgson, executive 

Minnesota Retail Food Dealers Association, Earl F. Altnow, executive 

Minnesota Retail Furniture Association, Henry F. Dooley, executive 

Minnesota Retail Jewelers Association, William P. Stiles, executive 

National Stationery & Office Equipment Association, District 7, Robert J. Jerue, 
executive 

Northwest Chain Store Council, Robert T. Thornburg, executive 

Northwest Country Elevator Association, Louis C. Webster, executive 

Northwest Retail Feed Dealers Association, William D. Flemming, executive 

Northwestern Retail Coal Dealers Association, Harold Hanson, executive 

Resort Associations Council of Minnesota, Stanley Pechaver, executive 

Retail Department, St. Paul Association of Commerce, William F. O’Connell, 
executive 

Retail merchants and owners of hotels, restaurants, summer resorts, laundries, 
drycleaning establishments, motels, mortuaries, theaters, filling stations, 
establishments directly servicing farmers, and others respectfully ask the 
Congress to maintain and continue their exemption from the minimum-wage 
and maximum-hour provisions of the Fair Labor Standards Act. 


Bills introduced in both houses indicate a studied attempt to force local business 
under Federal regulation and direction. Surely, the Congress ought not to force 
Federal regulations into the affairs of small Main Street stores, hotels, laundries, 
and the many other vendors of services. It is the fear of such oppressive legisla- 
tion that causes small and large business firms alike to join in protest for the 
reasons stated elsewhere in this statement. 

If it is the intent of some to regulate and dictate to only the relatively few 
large multistate stores, hotels, restaurants, farmers, elevators, and others, such an 
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objective condemns itself. It would be punitive, discriminatory, inequitable 
legislation unworthy of serious consideration by the Congress 

Small-business men have become suspicious of any legislative attempt to apply 
regulations only to the big. They know selective regulations for what they so 
often are—a foot-in-the-door gimmick. First only the big are reguiated. Then 
regulation and control are gradually extended downward to the small. Small 
business has seen this steady encroachment in many fields. It is fearful and it 
is not naive. 

The drug store on the corner, the little hardware store, the town funeral par 
lor, the restaurant and many like them are locals. That's what the Congress 
said in 1938 and 1949. These home town firms live or die at the local level, not 
under interstate conditions. “Joe's Food Market” does not compete across State 
lines. It does not even compete with grocery stores in other cities. 

It competes only with other food stores in the same town and, even more 
specifically, only in the same neighborhood part of town. And this confinement 
to local competitive conditions prevails whether the grocery store is an inde 
pendent or part of a food chain. 

Federal regulations should not be broadened. If any wage-and-hour regulation 
is needed at the local level (and this can be ably denied), the State, not the 
Federal Government, should exercise the power. If local conditions of markets, 
pricing, labor supply, and customer demands are better known at home (and 
they are), then our State government in St. Paul is better able to handle Minne 
sota’s local problems than the Federal Government in Washington. 


A BRIEF REFERENCE TO HISTORY 


In 19388 when the Fair Labor Standards Act became law, our economy and 
social welfare were disturbed by depressed economic activity, serious unemploy- 
ment, sweat shop employment in some large industries, the “runaway shop,” and 
unfair area competition in the manufacture of goods having an important effect 
on supplies and prices of goods moving through or affecting commerce between 
the States. 

It was to the large manufacturer and others greatly affecting interstate com- 
merce, not the local enterprise, that the Congress, its committees, and Govern- 
ment officials addressed their attention. 

The Congress listened to witnesses from Government, business, labor and in- 
dustry. It wisely decided to exclude from mininum-wage and maximum-hour 
provisions all businesses local in character. Nothing has happened since 193s 
to require coverage at this time. 

In 1949 an unsuccessful attempt was made to destroy the exemptions. The 
philosophy of the 1938 Congress was adhered to. No substantial change should 
be made now. Evils that brought the law in 1938 did not then, and do not now, 
exist in retail merchandising or in the service trades. 


WAGES AND LOCAL COMMUNITY CONDITIONS 


Minnesota is not a manufacturing State. Like many other States it is agri- 
cultural with rural communities predominating. It has only three metropolitan 
centers. Of the State’s 11 Members of Congress, only 4 are from metropolitan 
areas. The other 7 are from very small towns. Their constituents are farmers 
and small town business and professional people. In these communities local 
conditions set the wage patterns. 

tmployment is steady. Wages and working hours are good. The merchant and 
the seller of services pay as much as they can afford for the best help they can 
afford. The law of supply and demand, not something false and artificial, sets 
the local wage pattern. It has always worked well. It always will. 

We are not statisticians or wage experts so we accept from reliable sources 
the information that retail hourly earnings have increased 83.5 percent since 
1945 while in manufacturing the increase has been only 76.4 percent. Weekly 
earnings, We are told, have increased 80.2 percent in retailing against 61.3 per- 
cent in manufacturing. We believe the same favorable pattern of increases is 
found in the service trades. 

It would seem, therefore, that retailing and the service trades have done a 
pretty good job at increasing employees’ earnings without the artificial stimulus 
of a Federal minimum wage. 

The small-town employer knows that depressed wages would give him only 
the riff-raff of the local labor market. To pay less than local conditions warrant 
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would leave him with only the low producers and marginal workers. These 
employees in the long run would prove to be the most expensive fixture in his 
place of business. 

When higher wages are demanded by local conditions operating normally and 
without “shock treatments,” the owner of the local hotel, restaurant, and laun- 
dry must and will pay them. He doesn’t run trains or telephone and telegraph 
lines across State lines. He doesn’t sell automobiles in every State of the 
Union. He is not in the business of clearing checks in 48 States. He cannot pack 
up and move to a faraway State where lower wage rates prevail. He is local. 
He is part of his town. He is not a “runaway shop.’ He is anchored. He may 
go broke but he won't move. 

In this respect the local home town branch of an interstate chain group is no 
different. The chain hotel, restaurant, or merchandising company may have its 
main office in Minneapolis, New York, Chicago, Los Angeles, or Peoria. But 
the local branch buys, sells, employs, and pays rent and taxes in Glencoe, North- 
field, Chisholm, or Duluth. 

The local branch is local in every sense of the word. The main office execu- 
tives of a multistate organization may sit in a committee room in New York or 
Chicago and talk about employment policies and wage rates in its branch store in 
Winona, but the branch manager in Winona will pay wages demanded by 
Winona County’s conditions. His employees will work the weekly hours set by 
conditions in Winona, not in New York. 

So when the Congress considers a law uniform and national in scope, it should 
be realistic enough to know that minimum wages and weekly hours reasonable 
in Charleston or Pasadena may be unfair and wholly unrealistic in Walla Walla, 
Wash., and Oklee, Minn. 

Our Minnesota merchants and services trades businessmen are confused. The 
Secretary of Labor proposes to make the wage-and-hour provisions apply only to 
interstate chains. Some of the Nation’s largest stores and hotels operate solely 
within a State. They would not be covered, and should not be. 

But a medium-sized organization or even a very small one with one sister 
branch in another State, would be covered. A small Minnesota grocery store 
on the corner may be owned by a man who owns another in Des Moines. The 
small Minnesota food market would be bound by the Federal Wage and Hour 
Act, and it might well be the only store in town that would be so regulated. 

There may be a local State chain operating wholly within Minnesota. It 
would not be regulated if the Secretary’s ideas are adopted, and this would be 
true even though it had sales and employees far in excess of a small interstate 
chain that would be subject to the wage-and-hour law. Legislation permitting 
such inequities is bad legislation. 

We are indebted to the American Retail Federation for the following statistics 
on retailing : 

1. There are approximately 1,770,000 retail stores in the United States. Of 
these, about 65,000 (less than 4 percent) have annual sales exceeding $300,000. 

2. Of these 65,000, about 37,000 (57 percent) are individual stores and not a 
part of a chain. 

These figures indicate that those who would apply the wage-and-hour regula- 
tions only to larger establishments would not in fact capture many of the enter- 
prises the Secretary of Labor seeks to bring within the law. 

There are those who would use the Federal law to enforce local wage levels 
artificially above the minimum. Here would be the results: 

Legislation covering only a part of the service trades and retailing would upset 
local wage standards and employee relationships. Newly regulated establish- 
ments would have to change their wage pattern by increasing rates. Topnotch 
workers in the town will move from unregulated stores to those newly covered. 
Nven those qualifying only for the minimum will be forced to raise wages to 
keep even their mediocre workers. Maximum-hour regulations will also operate 
to force the small employer, least able financially to compete, into a shorter work- 
week and prohibitive operating costs. 

Hence, if proposed legislation aims to exempt the small employer for his own 
good, such a law would not help him, but would cause him outright hardship and, 
conceivably, destruction. 

Federal wage-and-hour standards set high enough to do a job in a high-cost 
area would be oppressive in thousands of rural communities. That is why 
thousands of Minnesota employers protest at this time. 

In Minnesota, State minimum rates have been set for retailing and the “house- 
keeping” firms. Rates taken into account varying local conditions, as the smaller 
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the town, the lower the wage rate. That is reasonable. That is the realistic 
approach if minimums are necessary, but they are not necessary in the businesses 
uddressing this statement to the committee. 


MANUFACTURERS VERSUS RETAILERS AND SELLERS OF SERVICES 


1. Merchants and service-trades businessmen deny that their labor conditions 
are harmful to employee welfare and to the firms engaged in interstate com- 
merce, This claim may have some force in the case of some greedy manufac- 
turers whose products have national distribution in competition with more scrup 
ulous manufacturers, The claim has no application to retailers and service trades 
because this kind of competition cannot long exist at the local level. 

2. Merchants and service-trades businessmen deny that their labor conditions 
are an unfair method of competition in commerce. The great majority of such 
enterprises do not compete in interstate commerce. 

3. Merchants and service-trades businessmen deny that their labor conditions 
burden and harm commerce and the free flow of goods in commerce. A labor 
dispute in one store or one restaurant does not obstruct the flow of goods and 
services in commerce. Customers will get the same or equally good products and 
services from others down the street. Fortunately for America, there are more 
than enough competitors to keep local marketing fair and orderly. 

Only manufacturers can come close to controlling their labor costs. When 
orders fall off, they stop their machines, turn off the power, bank the furnaces, 
and lay off workers until secarcities create a demand for their products. Even 
if a store has only a few customers, the owner must nevertheless maintain al- 
most a complete workforce. If only a few travelers come to town, the local 
hotel cannot discharge its chambermaids, cooks, clerks, and bellmen. Mer- 
chants and service people are creators of stable employment. Minimum-wage 
and maximum-hour regulations would only destroy good, stable local condi- 
tions. 

Large industries are forced into seasonal layoffs. They are geared to cut their 
operating costs quickly. On the other hand, employees in retailing and the 
service trades know their employment is steady and sure. That is why they ac- 
cept, with good reason, a lower hourly rate in many areas. ‘They do not fear long 
or frequent periods of unemployment. 

In the whole matter of minimum wages and maximum hours, manufacturing 
industries, railroads, telephone and telegraph companies, banks and others are 
easily distinguished from local hotels, finance companies and retailers whose in- 
fluence is local, not national. 


THE ABILITY TO PAY 


Minimum wages of 90 cents, $1, $1.25, or $1.50 may not be unreasonable in 
many large centers. They would be oppressive and indefensible in a thousand 
and one Minnesota communities. 

State and national officials know that in the retail and service trades the 
margin between gross profit and expense is being squeezed almost to the vanish- 
ing point. Costs of fuel, light, power, labor, transportation and taxes are 
steadily increasing. Competition, keener than at any time in history, is forcing 
retailers and others into smaller gross margins. 

Thousands of Minnesota stores, restaurants, and other service firms cannot 
absorb higher costs and remain in business. Saddling the large chains with 
higher artificial labor charges will not only hurt them. Their smaller com- 
petitors would almost immediately be obliged to enter into wage-and-hour com- 
petition or lose their good employees. 

Net profit in most food stores approximates 1 cent on a dollar of sales, and 
many efficient operators make less. Automobile dealers in Minnesota in 1954 
had a net operating profit, including repossession reserves, of six-tenths of 1 
percent, the lowest in 15 years. Labor costs in country elevators and feed mills 
have risen alarmingly and must be passed on to the farmer and dairyman whose - 
present ability to pay is jeopardized by many conditions. 

Minimum rates apply only to the marginal, poorest equipped employee. When 
an employer is forced into a wage pattern higher than local supply and demand 
would normally require for substandard help, he must raise the pay scale for 
his better employees in order to maintain proper differentials. And this is 
wholly without regard to his ability to pay or the demands of local economic and 
social conditions. In retailing and the service firms where employment con- 
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tinuity is a stabilizing force for employer and employee alike, there is little un- 
employment. Workers, therefore, should also oppose any regulation that 
would tend to make man-hour productivity a controlling factor like it is in 
industry. 

Thousands of service establishments and merchants are now paying wages 
equal or greater than proposed minimums. But there is a vast difference 
between voluntary wage and hour policies and a compulsory, artificial, govern- 
ment-owned wage and honr schedule. 

In the one case, wage increases and a shorter workweek come through the 
normal play of sound economic laws. In the other, there is force exerted without 
regard to local needs and conditions or ability of an enterprise to pay. When 
wages increase, normally or by artificial minimums, other costs rise substantially 
for insurance for workmen's compensation and unemployment compensation, 
social security, vacation pay, and countless fringe benefits based on pay. 


OVERTIME PENALTIES WOULD BE DESTRUCTIVE 


Proponents of broader wage-and-hour coverage do not seem to realize what 
a workweek of 35 to 40 hours with overtime penalties would do to retailing and 
service businesses. 

High penalties would force them to shift toward a factory system of staggered 
work schedules and layoff and recall practices. Thousands of employees now 
enjoying steady work at good wages would find themselves in an on-again-off- 
again employment situation. Part-time and partially disabled workers would 
find little employment. Employers would be forced to hire only those who could 
produce the most in the shortest time. 

Students, schoolteachers, housewives, trainees, and others who want only 
part-time or vacation work would be among the last to obtain employment, 
Claims for unemployment compensation would increase. Unemployment funds 
in many areas are diminishing alarmingly now. The alternative is an increase 
in insurance rates, a cost of thousands of small employers would not be able 
to carry. 

Many supervisors, administrative officers, and junior executives enjoying sub- 
stantial salaries may be included among those restricted to short weekly hours. 
Confining key executive and administrative people to 40 hours or less would be 
demoralizing to employee and employer alike. 

To the ambitious key employee the time clock is a hated thing. The employer 
could only choose between reduction in number of his key people and a staggering 
increase in business costs. Here one would see the basie fallacy in artificially 
established minimum wages and maximum hours, that is, more pay for less 
production. Minimum wages and reduced work hours are insidious unless based 
on increased production. 

Retailers and service trades would not be permitted to average out the 
weekly hours. The endless battle against excessive overtime penalties would 
be especially annoying where the ebb and flow of business depends on the 
seasons and the whims of day-to-day customers. 

Congress has continued to exempt retailing, for example, because it saw the 
merchant’s obligation to serve the needs of consumers according to local buying 
habits. Husband and wife teams demand that stores be open evenings so they 
can shop together. 

To satisfy everyone’s do-it-yourself urge, the hardware dealer must serve 
the businessman, lawyer, doctor, and teacher after the town’s normal working 
day has ended. The lumber yard must be open to the early morning farmer, 
the carpenter and contractor who must order the day’s supplies. The druggist, 
by nature of his profession, must keep a 13-hour day, 7 days a week. In the 
service trades these problems are even more difficult. 

Retailers and sellers of services have enjoyed historical exemption from 
wage-and-hour regimentation and control. There are happy signs of a trend 
away from Federal interference in local matters. Repeal of the wage-and-hour 
exemption would be a sad reversal of that trend. 


BURDENSOME RECORDKEEPING 


Government usually is not concerned with a businessman’s costs and annoy- 
ances in keeping records. But if we overlooked this harassment in this state- 
ment, we would ignore one phase of the problem most feared by employers. 

The number of records required to be kept by employers under the wage and 
hour law is almost unbelievable. To expect the merchant, hotel keeper, and 
others to maintain such records is unthinkable. 
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CONCLUSION 


In behalf of many thousands of their members, the 27 Minnesota trade 


asociations urge the Congress not to change the present terms of the wage and 
hour sections of the Fair Labor Standards Act. 


ADDITIONAL STATEMENT 


The Minnesota Hotel Association feels compelled to call to the attention of 
this committee its thoughts as to the various proposals to amend the Fair Labor 
Standards Act by increasing the 75-cent minimum wage and by deleting the 
present exemption of the service industries from the act. 

This statement is intended to be in addition to the testimony of Arthur J. 
Packard, speaking on behalf of the American Hotel Association. We concur 
wholeheartedly with Mr. Packard’s testimony and wish to call this committee’s 
attention to some of the peculiarities of the hotel industry in the State of 
Minnesota. 

The hotel industry in Minnesota is on an entirely different plane than in the 
larger industrial States and the States with large metropolitan areas, There 
are not more than 12 hotels in the State that have more than 200 rooms, and 
they are all located in Minneapolis and St. Paul, with the exception of one 
in Duluth and one in Rochester. 

Seventy-five percent of the Minnesota hotels have less than 50 rooms and 
included in our membership is a hotel that has as few as 6 rooms. Our hotels 
are scattered throughout the State in small towns and resort areas and are 
faced with peculiar local problems as distinguished from nationwide problems. 
Many of the hotels are operated by a family with one or two employees who are 
on call throughout the day and night and necessarily 7 days a week. 

Hotels are not like other industries. Once open, the hotel operator throws 
away his key and never closes unless and until he is forced to close by 
creditors. The hotels operate on a very small margin of profit and are 
faced by severe increased competition on the part of motels. 

Hotels have labor problems. Motels do not. Hotels have high labor 


his 
, being 


costs. 


Motels have practically no labor costs. Some hotels, in order to stay in business, 


serve food. Some serve 1 meal a day, others 3. Some furnish food room service. 
Others do not. Some have switchboards and telephones in the rooms. 
have bellhops, maids, and desk clerks. 

Whether any hotel furnishes all of the services of another hotel depends en- 
tirely upon the community in which it is located and what competition requires 
in the way of service in order to stay in business. 

A number of employees in hotels receive tips as part of their compensation. 
This raises a wage problem peculiar to certain service industries. It cannot be 
solved by the Federal-Government’s establishing a uniform cash minimum 
wage throughout the United States without discriminating against both em- 
ployees and employers. It can be solved only by the local or State authorities 
cognizant of the particular situation in their community and by continuing the 
exemption now found in the Fair Labor Standards Act. 

Any increase in labor costs to hotel operators is of major consequence. The 
costs will either have to be absorbed or passed on in the form of increased 
room rates and with the present trend in the hotel industry toward lower 
and lower occupancy, increases in room rates will price the hotel out of 
business. 

Minnesota is primarily a resort State insofar as the hotel business is con- 
cerned, The resort season, if we are fortunate, commences on Decoration Day 
and ends on Labor Day. The majority of employees are hired for that season 
and are not trained, skilled workers, but are individuals such as schoolteachers 
and students who take the job for a summer vacation and who expect to work 
only incidentally. 

The employer should not be required to pay such employees a flat minimum 
cash wage established by the Federal Government, but should be permitted to 
hire them at the going rate and should be permitted to furnish the necessary 
room, board, clothing, laundering, and recreational facilities that are expected, 
all without the necessity of worrying whether he is complying with a wage-and- 
hour law which obviously is not designed to meet his situation. 

Whatever regulations there should be as to wages and hours affecting hotels 
should be established by the State and local authorities who are on the scene 
and who at least have some information as to the particular problems of the 
hotels in each community in the State. 


some 
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Not only is the hotel situation in Minnesota different from that in New York, 
Illinois, California, and Texas, but also the hotel situation in Pipestone, Moor- 
head, and Northfield, Minn., is vastly different from that in Minneapolis, Duluth, 
and Rochester. 

This has been recognized by various Minnesota administrative departments so 
that different regulations apply to hotels located in different communities. No 
Federal Government can justly and without discrimination establish a minimum 
wage which applies to every hotel in the United States on exactly the same basis, 

Hotel operations are entirely local. Multi-State operations, likewise, are en- 
tirely local. The services and functions performed by multi-State operations 
necessarily depend upon the services and functions required by a local com- 
munity. The hotels are locally operated and what is done in a New York hotel 
does not determine what is done in any Minnesota hotel, regardless of whether 
it is part of a multi-State operation. 

The exemption must apply across the board to all hotel operations. It is 
basically unfair to require one hotel to meet the obligations found in the Fair 
Labor Standards Act and not make the competitive hotel acroSs the street meet 
such obligations solely on the basis of one being a part of a multi-State 
operation. 

The criteria as to whether any hotel should be under the act are whether 
it is producing goods and is in interstate commerce. No hotel is producing goods 
and no hotel’s services are in interstate commerce. 

There has been no change in conditions either locally or nationwide since 
1938 when the service industry exemption was written into the law and certainly 
none since 1949 when this entire matter was reconsidered by Congress. 

Any increase in the 85-cent minimum wage, even though it should not be 
specifically applicable to the hotel industry, will have a definite harmful effect 
on the hotels because it will raise the general level of their labor costs and will 
upset the sound labor relations that now exist in the Minnesota hotels. 

We feel that the hotel industry’s situation in Minnesota is sufficiently dis- 
tinctive to make this separate statement in opposition to the increase in the 
minimum wage and in opposiion to the proposals to scrap the exemption which 
now exists in favor of service and retail industries. 


ANOTHER SEPARATE STATEMENT 


This statement is made on behalf of Minnesota Restaurant Association, Inc., 
representing at least 500 restaurants throughout the State of Minnesota, and is 
made to supplement, as far as restaurants in the State of Minnesota are con- 
cerned, the testimony of George R. LeSauvage on behalf of the National Res- 
taurant Association. 

This statement is made in opposition to the various proposals to increase the 
75-cent minimum wage set forth in the Fair Labor Standards Act of 1938, as 
amended, and in opposition to the proposals to destroy the exemption of the 
retail and service establishments. 

The exemption was originally included in the 1988 act and after a complete 
reconsideration of the matter in 1949, it was retained. The very reasons for 
requiring its inclusion in 1938 and its retention in 1949 exist today. 

The activities of the local service establishment, of the local restaurant and 
other service establishments, do not in any way, affect interstate commerce and 
do not, in any way, affect the problem of preventing substandard wages and 
working conditions in interstate commerce. 

The restaurant industry is peculiarly a local industry. The competitive con- 
ditions which each restaurant has to meet vary from town to town and from 
city to city, and in no sense of the word can it be said that the conditions existing 
in Illinois, or New York, or California, or Washington, D. C., or in any other 
State, and in no sense of the word can it be considered that the conditions in a 
city of under 3,000 in Minnesota are equivalent to or competitive with the con- 
ditions in cities of over 100,000 in Minnesota. 

Any effort on the part of the Federal Government to control the wages and 
working conditions of each restaurant—no matter whether it has 2 or 8 or 80 or 
500 employees—cannot be consonant with the control of interstate commerce. 

The individual problems of each restaurant operator should be regulated, if at 
all, by State and local authorities rather than by the Federal Government, which 
obviously cannot obtain the detailed information necessary to fairly and with- 
out discrimination regulate each and every restaurant. 
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The restaurant industry is distinguished from what is ordinarily understood 
as the retail industry and has additional peculiar problems. Some operators 
furnish their employees with uniforms and clothing; others do not. Some oper- 
ators provide for laundry and others do not. 

Some operators furnish meals as part of their employees’ compensation; 
others do not and permit the employees to eat elsewhere. Some of the restau- 
rants who furnish meals furnish them at a discount from regular customer prices. 
Some restaurants provide a kind of service which is conducive toward tips for 
their employees. Others do not. 

Some restaurants provide fancy French or other foreign style of cookery and 
service. Others serve nothing but hamburgers at a counter stool. Church 
groups serve hamburgers and hot dogs at State or county fairs. 

In other words, probably the only common denominator applicable to the 
restaurant industry is that they serve food to the various members of the con 
suming public. Their methods and style of operation, their location, their cus 
tomers, their employees, and their service run from A to Z. 

It accordingly seems inconceivable that Congress should attempt in any man- 
ner whatsoever to regulate the minimum wage and hours of the employees in 
the restaurant industry and to impose on the employers the vast amount of 
record keeping and other obligations and penalties required by the Fair Labor 
Standards Act. 

It is no answer to state that Congress will not burden the little independent 
restaurant operator who does not have any operation outside of a particular 
State, but will impose the obligations of the act upen restaurant operators who 
have multi-State operations. 

Making the act applicable to multi-State operations will have almost as harm- 
ful an effect upon the local, independent restaurant operator as if he were 
covered individually and directly by the act. He is in competition with whatever 
multi-State operation that is in his immediate locality whether that be a com 
munity of one to three thousand or a community of a hundred thousand or more 

Any multi-State operation which is forced by the act to set minimum wages 
at 75 or 90 cents or $1.25 or more per hour, will, if it stays in business, force the 
small individual operator to meet that wage scale in order to obtain the necessary 
employees to operate his restaurant . 

The multi-State operation, regardless of the number of units involved, is still 
basically a local operation established to serve only the local community and to 
compete only with the local operations. 

All of the observations made earlier as to the peculiarity of the restaurant 
industry are applicable to all members of the restaurant industry whether they 
are small independent restaurants in large or small communities or multi-State 
operators in large or small communities. 

We cannot accede to the suggestion that multi-State operators should be covy- 
ered by the act and that the local, single-State operator should be exempt. 

The exemption as to retail and service industries or trades must continue 
without modification. 

Even though the service industry exemption remains in the Fair Labor Stand- 
ards Act, the Minnesota Restaurant Association, Inc., is opposed to increasing 
the minimum wage above 75 cents per hour. Any increase to any group of 
employees, whether they are in the restaurant industry or not, will raise the 
general level of the wages which local restaurant operators will have to meet, 
and which in the light of peculiar conditions surrounding his operations, they 
are unable to meet. 

There is difficulty in the State of Minnesota outside of the large cities, to 
approve or adjust to a minimum wage of as low as 60 cents per hour. If the 
75-cent minimum is increased 15 percent or 20 percent or any other substantial 
percentage, the wages paid in the lower brackets will necessarily have to follow 
along the same or in a larger percentage. 

A survey made by the association of its members, particularly of those in the 
small cities—and we have only 3 cities of over 100,000—convinces us that any 
increase above the 75-cent minimum will harm the local restaurants to such an 
extent that a large number will go out of business. The result will be unemploy- 
ment and higher restaurant costs to the consuming public. 

We respectfully request that this statefnent be made a part of the record so that 
it will be considered by the Senate subcommittee and the Senate committee and 
the full membership of the Senate itself in their consideration of the many 
proposed amendments to the Fair Labor Standards Act of 1988. 
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Mr. Hopeson. In going over the statement of the retailers and 
service people last night, it occurred to me that it would be well to 
make some reference to my own thinking on some of these things, such 
as minimum w ages and other benefits to workers. 

I recall, Mr. Chairman, that my college work was taken in a small 
Indiana college. My economics and sociology teacher was then a man 
we considered a very sound liberal. I was taught, I believed then, 
and I believe now, that every able-bodied person, everyone who is 
willing to work for a living has a right to a living wage. 

My conception of a living wage is a wage that would permit him 
and his family to live in fr ugal comfort. It is the kind of wage that 
would permit him to marry, the kind of wage that would permit him 
to have children, raise them nicely, educate them, the kind of wage that 
would give him and his family some of the moderate comforts of life. 

I do not think it means Cadillacs or Haig & Haig. So I go into this 
discussion of the minimum-wage situation, believing those ideas then, 
as I believe them now. 

The theories that I was taught and learned were that paying a star- 

ration wage or a substandard wage was morally wrong, as being in 
violation of the moral law of justice, and that it is economically and 
socially wrong to do so. So I think I know rather well, Mr. Chair- 
man, What business and Government are not only privileged to do, 
but are obligated to do. 

There is nothing inconsistent in my own personal thinking on this 
question, as I have tried to express it to you, nothing inconsistent be- 
tween that view and the views we speak about in our draft. 

I would like to run through a few spots in this statement. 

We feel that Congress ought not to force the regulations, wage and 
hour, into the affairs of the small Main Street stores and the hotels 
and the laundries and the local mortuary and others. If it is the 
intent of some to regulate a relatively few, for instance one spokes- 
man of the administration has called them the multi-State oper- 
ators = 

Senator Doueias. That was not only a spokesman of the admin- 
istration, it was the Secretary of Labor who said that his program 
had met with the approval of the President. So it is not as anony- 
mous as you suggest, Mr. Hodgson. In the English parlance, it comes 
right out of the horse’s mouth. 

Mr. Honeson. If it is the intent to regulate only the multi-State op- 
erators, Mr. Chairman, we feel that the plan condemns itself. Many 
small-business men are getting rather suspicious of the attempt in Gov- 
ernment, local, State, and National, to regulate only the “big.” Many 
of them feel that it is a foot-in-the-door gimmick. They feel that if 
the large, the “big,” are fist regulated, it is only a matter of time—and 
they have some reason for thinking so, Mr, Chairman—until the regu- 
lations are extended downward to the very small. 

We have just been through that in Minnesota with the unemploy- 
ment compensation situation. A year or so ago you extended it down 
to the employer of 4 or more. There was a bill in our legislature 2 or 3 
months ago extending it down to 1 or more, and the small-business men 
in the State fought it, feeling that they did not need the coverage and 
that it was unnecessary. The legislature stopped the coverage at 4 or 
more, because it thought that unemployment was not a problem in 
the small towns in our State. 
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The drugstore on the corner, the little hardware store, do not need 
it, do not need the coverage under the Federal Wage and Hour Act. 

The Congress in 1938 and again in 1949, said that the kind of busi 
nesses I am talking about today were local. Joe's Food Market does 
not compete with grocery stores in other States. It does not compete 
with grocery stores even in other towns and cities, 

Actually Joe’s Food Market on the corner does not compete with 
grocery stores within the same city. It does compete with grocer) 
stores In the same neighborhood of the town. 

If the wage and hour regulation is needed at the local level, we fee! 
that the State legislatures are better able to take care of it than the 
Congress. 

Senator Doveias. Do you have a minimum wage law in Minnesota ¢ 

Mr. Hoveson. We do, yes, sir. And it covers the retail trades, 
women and minors. It does not cover men in the retail trades. 

Senator Doucias. The wage is 55 cents an hour in class A and B 
cities, 50 cents in class C and 45 cents in class D cities? 

Mr. Hopeson. There is an order, sir, that went out about a year and 
a half ago, that has been contested in the courts, that would have 
started in the first-class cities at 75 cents, graduated downward into 
the other 3 of the 4 classes. 

Senator Douetas. Have you favored these regulations in Minne- 
sota ¢ 

Mr. Hopeson. I favor the ruling on the graduated population basis. 
I was not in this business, Mr. Chairman, at the time when the mini- 
mum wage first came up. I have not had to face it personally. But 
we were very much in favor of the graduation on the size of the 
commmunity. 

Senator Doveias. That is, if you had to have a law. But was your 
association in favor of a law ? 

Mr. Hopeson. It was not in existence then, so I am not able to speak 
on that. If it comes again, we will have to face the situation in the 
light of the facts at that time. 

Senator Dovuenas. The retail federation was not in existence / 

Mr. Hopeson. No, sir, it was not. 

As we understand it, when the Federal wage-and-hour provisions 
came into existence, there was a serious economic depression, there 
was unemployment—serious unemployment. There wa re runaway 
shops. We feel that it was to the larger manufacturer, the great inter- 
state operator, that the Congress and the committees and the adminis- 
tration addressed their attention. 

Senator Dovéias. Primarily thinking of the workers, of course, but 
also of employers who paid a higher wage. But the primary concern 

was the wage earners. 

But go ahead. Do not let me interrupt you. 

Mr. Hopason. Minnesota is not a manuf: acturing State, as you so 
well know. It has only 3 metropolitan centers, Minneapolis, St. Paul, 
and Duluth, and the largest is some 510,000, 

Senator Dove.as. Minneapolis and St. Paul together have about 
900,000 population. 

Mr. Hopason. Approximately, I would say. St. Paul is perhaps 
350,000 to 375,000. We have 11 Members of Congress, and | think only 
4 of them come from metropolitan centers. The others are all small- 
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town people, with the smalltown businessman, the professional man 
and farmer as his constituents. 

We think our employment is pretty steady up there. We think that 
the wages are pretty good. We donot think the hours are bad. The 
merchant and the seller of services pay as much as they can afford 
to pay in those local towns. 

It would seem, therefore, that retailing and the service trades have 
done a pretty good job at increasing employees’ earnings without an 
artifici: al stimulus of a Federal wage law. ‘The smalltown employer, 
I think, knows rather well that depressed wages that would be con- 
trary to the conditions in his community would give him only perhaps 
the riffraff in the labor market. 

To pay less than local conditions warrant would leave him only 
the low producers and the marginal workers, and I daresay, Senator 
Douglas, that they would prove to be one of the most expensive fixtures 
in his business. 

The small-business man, whether he is a retailer or the local hotel- 
man, or the motel operator, does not run trains and telegraph lines 
across State lines. He does not clear checks in 48 States. He is a 
pretty local person, and the same thing is true in your State. It is 
a State of many, many small communities outside of the one great 
metropolitan center. 

The Minnesota merchant I am talking about cannot pick up and 
move to a State where lower wages prevail. He is at home. He isa 
part of his town. He is not a runaway shop. He is anchored. He 
may go broke, Senator, but he is not going to move. That is the 
nature of the beast. 

In this respect it seems to us that the local branch of a so-called 
multistate operator or a chain operator is not much different from the 
little independent store. The chain hotel or the chain restaurant or 
the chain merchandising company may have its main office in Duluth or 
Chicago or New York, or anywhere. The personnel committees may 
sit in their committee rooms and talk about wages in Peoria or 
Rochester, Minnesota, or Winona, Minn. 

But after all, the local manager buys merchandise in his community. 
He employs local people. He pays local taxes and he pays rent there. 

Regardless of what the committee in New York, Los Angeles, or 
Chicago may think about this Minnesota chain branch, the fact is that 

the manager of the store pays | what he is required to pay in Winona, 
Minn., by ‘loo ‘al conditions in Winona C vounty. 

So when Congress considers a law that is uniform and national in 
scope, it seems to us that it should be realistic enough to know that 
minimum wages and weekly hours that are reasonable in Charleston 
or Pasadena are not necessarily reasonable in Walla Walla, Wash., or 
Sleepy Eye, Minn. 

The name flopped into my mind. Incidentally, there is a Sleepy 
Eye, Minn. As a young lawyer, I started practicing law there, 
Senator. 

Senator Doveras. I hope that you were not characterized by 
“sleepy eyes.” 

Mr. Hopeson. I am anxious to hurry through to save you time, so 

Lam going to skip along here. 
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I would like to spend about a moment or two on the ability to pay. 
I should make it clear, sir, that we are not taking any position on the 
amount of a wage, whether it is 75 cents, 90 cents, or $1.50. It seems 
to us that it would be rather bad taste for us at the moment in unco 
ered industry, retailing and the service tr: in to try to tell you what 
somebody else should pay or should not pay. 

But I hope that the occasion will be there when the members of 
the committee can read what we say about the inability of small busi 
ness to pay very much more. 

I am reminded of the net profits in some of our most efficient food 
merch: andising companies. I think one of the most efficient has a net 
now of about a cent or a cent and a mill or two net profit. 

Senator Doveras. Per dollar? 

Mr. Hopeson. On the dollar of sales. We have a very fine food 
company operating with its headquarters in Minnesota. I think last 
year’s report showed a net of approximately 9 mills on the dollar of 
sales. Iam told by the automobile people who endorse this statement 
that I am giving you, that they had a perfectly horrible year. Their 
net operating profit, including repossession reserves, was six-tenths 
of 1 percent Tast year, the lowest in 15 years. 

Senator Doveras. I took up their case with the Ford Motor Co. 
and charged the Ford Motor Co., with overloading them with cars, 
which they had great difficulty in disposing of. Ford Motor Co., 
objected very strenuously to my protest, but I think in general the 
automobile dealers have been overloaded with cars, both by General 
Motors and by Ford, and they are in very bad condition. But I think 
it is primarily the fault of the big comp: unies. 

Mr. Hopneson. When an employer is forced into a wage pattern 
higher than local supply and demand would normally require i sub- 
standard help, he must raise the pay scale for his better employees in 
order to maintain proper differentials. 

I am sure that that is fundamental, that there are differentials in 
pay, and that when those less skilled, with lower production abilities 
and possibilities are raised, the better producers must be raised. Thou- 
sands of service establishments and merchants are now paying wages 
equal to or greater than the minimums that have been proposed, sir. 
Sut there is a vast difference, in our humble opinion, between a vol- 
untary wage and hour benefit and the compulsory. 

So we are asking again that we be allowed to proceed with the 
voluntary. 

The overtime provisions would hurt many of our small businesses 
particularly. Just in passing I would like to say that the prov isions 
for overtime for those up to $6,000—I think it was Mr. Lehman’s bill 
that provides for coverage for the executives and supervisors—it occurs 
to me that many of these men are fighting to become owners. We all 
would like to be present or executive vice president of the places where 
we work. 

I think it is psychologically true that most of these people hate the 
time clock. I think it is demoralizing for them and I think it is 
demoralizing for their employers. 

The retailers and sellers of services have enjoyed historical exemp- 
tions from the wage and hour regulations and control. There seems 
to be, Mr. Chairman, a rather hi appy trend away from the extension 
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of Federal regulation into the States. We feel that the broadening 
of the wage and hour provisions to cover retailers in the service trades 
would be a rather sad reversal of that trend. 

Senator Doveras. Do you regard it as consistent with the Republi- 
can pledge of 1952? 

Mr. Hopnason. I have to answer your question by saying first I do 
not remember the Republican pledge. 

Senator Doveias. They were in favor of more action by the State 
governments, and less action by the Federal Government. 

Mr. Hopeson. That certainly is my view. I am not authorized, of 
course, by these various trade associations to get into the political 
field this morning, but my own view is that the States should get back 
some of their powers. 

Senator Dovetas. And you are opposed to the administration’s pro- 
posal ¢ 

Mr. Honeson. If that. was the administration’s— 

Senator Dovaras. Oh, yes, its proposal is to extend it to multistate 
retail and hotel outlets. 

Mr. Hopeson. Tam afraid I misunderstood your question. 

Senator Doveras. I say the administration’s proposal is to extend 
the minimum wage to multistate retail establishments and multistate 
hotel outlets. 

Mr. Hopason. Oh, ves; yes, sir. I misunderstood. These associa- 
tions whose names are here are opposed to that view unequivocally. 

I am grateful to you for the courtesy of this appearance. This is 
my first appearance at a Senate committee and it has been most 
pleasant. 

Senator Doua.as. I can tell you the behavior of Senate committees 
has improved very much since the Democrats took power. 

The next witness is Mr. Lloyd W. King of the American Textbook 
Publishers Institute. Mr. King. 


STATEMENT OF LLOYD W. KING, EXECUTIVE SECRETARY, 
AMERICAN TEXTBOOK PUBLISHERS INSTITUTE 


Mr. Krne. Thank you, Mr. Chairman. May I identify myself. I 
am Lloyd W. King, secretary of the American Textbook Publishers 
Institute, IT Madison Avenue, New York. Our institute is an associa- 
tion of school and college textbook publishers. It also includes prac- 
tically all of the leading publishers of encyclopedias and books of 
reference that are used not only in the schools and colleges but also 
are sold in the home. 

For purposes of identifying this group, since their products are sold 
by what is called a subscription book plan directly to homes by out- 
side salesmen, they are usually referred to as the subscription book 
publishers. 

Mr. Chairman. the problem that I want to call to your attention in 
connection with the various amendments that are proposed to the Fair 
Labor Standards Act has peculiar and important implications for this 
reference book section of the institute, and it is for them that T speak 
this morning and it is to one question that T talk—the omission by one 
or more of the bills that are under your consideration of the present 
ey of outside salesmen as now is provided in section 13 (a) of 
the act. 
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We submit that the continuation of this present exemption is vital 
to the very existence of this particular type of industry and to its 
progress. 

There is a unique relationship between the publisher and the out- 
side salesman in this reference book field because approximately 90 
percent of the sales of encyclopedias are made directly to homes. The 
rest go to schools, to libraries, and to offices; and the sales personnel 
who sell to the homes and also to the schools are all within the present 
exemption. By the very nature of the business and their operation, 
these sales people are not in competition with any labor group. 

The great majority of them, sir, are not depende nt upon this par 
ticular business for their entire livelihood. In the main they are 
people who want to augment their own incomes from other activities 
by selling books. They may be retired: a number of them are. ‘They 
need to supplement their own income. Many of them are teachers 
who during the summer months need additional incomes; housewives, 
widows, and others who need some part-time employment. So they 
really are unable to devote a 40-hour week to this particular pursuit. 

Then, by the nature of their activity, they cannot devote uninter 
rupted time to carrying on their work. Frankly, it is not feasible to 
set up a plan of supervision of their work. They actually budget 
their own time and administer their own work programs. 

We estimate, Mr. Chairman, that there are approximately 50,000 of 
these outside salesmen who are engaged in this work; but many of 
this group, many thousands of them, account for only a few sales per 
week and a few sales per month, and actually a few sales per year. 

I suspect that some 84 percent of them do not sell a great volume of 
business. But, under the present plan of operation, anybody who 
wants to do so may have the opportunity to be employed in this type 
of work. But the economies would make it impossible for the guaran 
teeing of minimum wages to these marginal people. 

You just cannot adequately control the activities of full-time outside 
salesmen; and more so is it difficult to control the activities of these 
part-time workers. A plan that fails to exempt them would operate 
to the detriment of these workers themselves—and that is what you 
are interested in—and to the detriment of the public itself. 

- We submit, too, that this reference book work is a vital part of the 
education of the United States. Educational publishers are an in- 
tegral part of education in this country. Their plan of direct selling 
has operated well. It has permitted a number of people to be gain- 
fully employed, and it has permitted this industry to bring out the 
best encyclopedias that there are in the world. 

We submit that through these people we do supplement the schools 
and the libraries by giving a great boost to education in the home. 

When this law was p: assed, this whole problem was explored at great 
length ; and the unique position of the outside salesmen in the industry 
was recognized by the framers of the Fair Labor Standards Act. 
Frankly, “Mr. Chairman, we hesitated to appear because we did not 
believe that it was the intention of this committee to have these workers 
included. But some of the bills that are under consideration have not 
exempted them. Some have. 

So we thought it would be appropriate to very frankly tell you of 
this problem and respectfully insist and ask that those individuals who 
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sell reference books directly be continued as outside salesmen and be 
exempted as heretofore. 


I seek your permission, sir, to file this statement with your com- 
mittee, 

Senator Doveias. You may do that, and it will be made a part of 
the record, 

(The prepared statement by Mr. King follows :) 


re For the past 12 years I have served as executive secretary of the American 
fextbook Publishers Institute, This is a voluntary association of 67 leading pub- 
lishers of school and college text and reference books in the United States who 
do approximately 94 percent of the school and college textbook business and 
approximately 97 percent of the reference book business in the Nation. 

The association contains several divisions, one of which is the reference 
book division, the membership of which consists of publishers of encyclopedias 
and other books of reference which are commonly referred to as subscription 
books, by reason of the method of their sale to the public. 

The problems which I wish to call to your attention in connection with pro- 
posed amendments to the Fair Labor Standards Act have peculiar and impor- 
tant implications with respect to the reference book industry, and I will confine 
my remarks to these problems as affecting our industry. I wish to make it 
clear at the outset that it is not our purpose to question or discuss the provi- 
sions of the various bills before this subcommittee with respect to the amount 
of the minimum hourly wage. 

I wish, exclusively, to direct your attention to the omission by one or more 
of the bills of the present exemption for outside salesmen provided in section 
13 (a) of the act. The retention of the present exemption for outside salesmen 
is vital to the very existence of the reference book industry. 

Unique character of the relationship between the publisher and the outside 
salesman in the reference book field: Approximately 90 percent of the sales of 
reference books are made directly to homes and the balance to schools, libraries, 
and offices. The sales personnel selling direct to homes as well as to schools 
and libraries are all outside salesmen within the exemption of the present act. 
By the very nature of the business, these salespeople are not in competition 
with any labor group. 

The great majority of the sales personnel selling reference books to the public 
are not dependent on this pursuit for their entire livelihood. They are, in the 
main, individuals who either wish to augment their income from other activities 
or sources by selling books, or who have retired and are desirous of securing 
income in addition to social security or other fixed income, 

These include teachers who sell books during the summer months, retired 
executives, widows, housewives, members of families with several children who 
need additional income, and members of families where drains upon income by 
reason of sickness or disability exist. Many such individuals are marginal or 
enforced part-time employees in that by reason of health or other persona! rir- 
cumstances they are unable to devote a 40-hour workweek to any pursuit. 

Again, by reason of the very nature of the business, these salespeople do not 
and in many cases cannot devote uninterrupted time in the pursuit of sales. 
Some of them, such as teachers during vacation periods, work in the summer- 
time only; others make house calls in the evenings; and many, for reasons of 
health or disability, may make only occasional calls and sometimes go for many 
weeks without making any calls. Many are in the upper age brackets. They are 
paid on a straight commission basis and there is no manner or means by which 
their employer can ascertain, direct, or control their effort or the time which 
they devote to it. 

Approximately 50,000 outside salesmen are engaged in the sale of encyclo- 
pedias and other reference books for members of our association. Within this 
number many thousands account for only a few sales per week, per month, or 
per year. 

It is inherent in this industry that no effective supervision is possible over the 
outside salesmen either as to regularity or continuity of hours of work or as to 
quantity or quality of the work performed. The outside salesman determines 
his own hours, and to a large extent his own selling methods. He divides his 
time and energy among his various personal and income-producing activities 
in a manner which makes control of his time and a guaranteed weekly, monthly, 
or annual income impossible. 
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Under the present system all who wish to work in this industry are given an 
opportunity. Economies would make it impossible, however, for the publisher 
to pay minimum wages to these marginal sales people. Experience has shown 
that it is not possible adequately to control the activities of full-time outsicd 
salesmen, and the situation with respect to the part-time worker is even more 
impossible. Any readjustment of selling methods forced upon the publishers 
by a minimum hourly wage coverage for outside salesmen would unquestionably 
operate to the detriment of the workers and the public. 

The dissemination of educational reference books is a very important part of 
American industry—much more important by reason of its direet influence in 
the education of our young people than the number of individuals engaged 
therein would indicate. By reason of its importance and the obvious necessity 
for the participation therein of persons with good educational and moral back 
ground, it is necessary that the type of sales person presently engaged in this 
activity be permitted to continue therein. 

The marginal or occasional worker is necessary to the continued success of the 
reference-book industry; and ability to agument their other incomes by selling 
books has long been a very real boon to thosuands of fine people who cannot earn 
an adequate livelihood in their chosen field. This is particularly true in the 
case of teachers. 

The publishers of educational materials are an integral part of the American 
educational system and to curb their efforts would be to deprive a vast number 
of deserving citizens of the means of supplementing their income, and in some 
cases of making a career for themselves, 

The method of salesmanship employed in the reference-book industry permits 
good books to get into homes in communities where it would be economically 
impossible for a publisher to maintain a full-time representative. It has also 
made it possible to provide in the United States reference books of a quality 
which is unequaled in any other country. 

This entire problem was explored at great length prior to the enactment of 
the present law in 1938 and the unique position of outside salesmen in this 
industry was recognized by the frameis of the Fair Labor Standards Act. We 
do not believe that it is the purpose of the framers of the amendments before 
this committee to bring the type of worker whom I have brought to your atten 
tion under the provisions of the minimum hourly wage law. We feared, however, 
that if the unique position, of the individuals selliig reference books was not 
brought to the attention of: your committee, a great injustice might be done to 
this large group of individuals by the inadvertent omission of an exemption 
necessary to their peculiar place in American industry. 


Mr. Kine. If you have any questions, I shall be glad to attempt to 
answer them. 

Senator Doveras. Your objection, I take it, is to the Murray bill 
rather than to the Lehman bill? 

Mr. Kina. Yes, sir. 

Senator Doveias. Because the Lehman-bill continues the exemption 
for outside salesmen. 

Mr. Kine. That is true, sir. The only one point we raise is the 
question that I pointed out. 

Senator Dovuaias. Senator Allott? 

Senator Auvorr. I have no questions, thank you. 

Senator Doueias. Thank you very much. 

Mr. Kine. Thank you both, Senator. 

Senator Doue.as. The next witness is Mr. Dan Barse of Vineland, 
N. J., representing the South Jersey Men’s Clothing Manufacturing & 
Contractors’ Association. 

I will mention at this point that I have received a resolution and 
petition bearing many signatures from the members of the South 
Jersey Joint Board, Amalgamated Clothing Workers of America, 
Vineland, N.J., which Lam keeping in my office files, 
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STATEMENT OF MORTON D. EPSTEIN, HAMMONTON, N. J., SOUTH 


JERSEY MEN’S CLOTHING MANUFACTURING & CONTRACTORS 
ASSOCIATION 


Mr. Ersrern. Mr. Chairman, Mr. Barse was unable to attend. Iam 
Morton Epstein, and I am representing the association. I thank you 
very much for the opportunity to present our statement. 

Our association is composed of clothing manufacturing firms that 
exist in an area of southern New Jersey. We have always been a 
very informal group and we have a very intimate knowledge of each 
other’s business and affairs. The brief that I present here is not really 
very well documented, I admit, but we have lived with the problem 
and to us it is very, very vivid. Perhaps the presentation might seem 
a little dramatic, but I assure you it is true. 

We are definitely in favor of an increase in the minimum wage to 
the $1.25 level. We shall not presume to give our opinion of how 
$1.25 minimum will affect our national economy, but we certainly can 
give some estimate of what the proposal will mean to us in the south- 
ern New Jersey area. We contend that it will be beneficial for our 
communities, for our employees, and for us as employers. 

In order to demonstrate why we believe this to be so, I would like 
to review very briefly what has happened in very recent times. Our 
area furnishes stark proof of the very serious effect that substandard 
minimum wages can les Many parts of the United States have set 
such wages at the lowest possible level. We in south Jersey have 
found that there is a very definite and alarming trend for the clothing 
industry to move to those areas. 

Only a short time ago our association listed among its members 13 
firms employing 3,000 people. These firms no longer exist. Several 
of the communities in our area are one-industry towns, and these lo- 
calities in particular have been very seriously affected. 

In these days of an expanding economy and prosperity, the plight of 
one small locality in south Jersey was unusual enough to demand the 
attention of a television broadcast. A Philadelphia television station 
has a program called Telerama, and they broadcast the plight of a 
town, Woodbine, N. J. This had once been a rather thriving com- 
munity of 4,000 people, but today it is truly a depressed area. 

There were two large clothing firms in that town. Between them 
they employed approximately 450 people. Neither of those firms 
now exists. 

Senator Dove tas. How recently have these 13 firms gone out of 
business ¢ 

Mr. Epstein. | would say that from 1949 to the present time. 

Senator Dovetas. How many are left? 

Mr. Ersrerwn. Eight. Those members that still remain, still work, 
are beginning to feel the pinch. We are caught in a vicious circle. 
We must compete. We try to keep our wage level as low as possible. 
It is difficult to compete in the labor market in those areas where there 
is labor. 

Senator Doveas. Are your plants unionized ? 

Mr. Epstein. Completely unionized. 

Senator Doveias. What is the basic scale there ? 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1321 


Mr. Epsrern. I can speak most accurately of my own factory. In 
the last week’s pay, the basic average wage for our union employees 
was $1.60 an hour. 

Senator VouGias. What would be the basic wage of the less-skilled 
operations ¢ 

Mr. Epsretn. I would say that all learners begin at 75 cents an hour. 
When they have a minimum aptitude for less skilled jobs they can 
earn about $1 an hour. ‘Thereafter the wage level can vary from $1.25 
to in excess of $2 an hour. 

Senator Doveias. What would it be after 6 months’ work ¢ 

Mr. Epstein. I would say after 6 months’ work a reasonably pro 
ficient person could earn $1.25 an hour in our factory at a sewing 
macuine, 

| would also like to say that in almost every case these businesses 
that have gone out of existence were not run by absentee management. 
The owners were the bosses. ‘They were there watching their money 
and watching their business and doing everything possible to stay in 
business. But they had a tough time of it. 

At one time the manufacturing of separate pants was an important 
segment of our local industry. Today that business has shrunk to 
practically nothing. ‘These pants are still being produced. As a 
matter of fact, last year the clothing industry produced the largest 
number of separate pants in its history, but they are not being made 
in our area any longer. 

it is a dying business with us. ‘Two blocks away from where our 
factory is located in Hammonton, N. J., there were two pants manu 
facturers; and within the last 3 years they have gone out of business. 

We believe in free enterprise and a free competition. But the com 
petition that tends to depress the wage levels is not in our best in 
terests and certainly not in the best interests of the Nation. We want 
to be able to compete in our domestic market with products that are 
manufactured any place in the United States. We want the sub 
standard wages of other areas brought up to our pay levels. 

We are asking for protection against cutthroat competition. It is 
not a special protection that would result in increased cost to con 
sumers. We believe if the $1.25 minimum wage were to be passed 
by Congress, the situation would then be comparable to 1949, when 
the minimum wage was last increased. 

Subsequent to that increase the Secretary of Labor found—and | 
am quoting him—that “effects on prices—-that is prices for products of 
low-wage industries that were affected substantially by the payment 
of higher wages—do not seem to have risen as a group any higher 
than the prices of other products.” 

Increasing the minimum hourly wage can serve the interests of our 
communities by stabilizing the existing factories. It will check the 
flight of industry from our localities to low-wage areas. And most 
important of all, it will give our employees the opportunity to share 
in the bounty of our expanding economic system. 

Senator Doveras. Thank you very much. South Jersey has a large 
number of vegetable farms, does it not ? 

Mr. Epstein. Yes, sir. 

Senator Doveras. In the off seasons, what do the agricultural work- 
ers do? Did you use to employ some of them in the factories or not ? 
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Mr. Ersrer. I would say that for the owner-farmers, it is a full- 
time job. 

Senator Dovcias. But I mean the farm laborers. 

Mr. Epsrern. The farm laborers work at times in our factories. In 
recent years farm laborers have been predominantly Puerto Ricans 
who have been brought in specifically for the harvest season and are 
transported to other areas for other harvests. 

Senator Dovueias. Senator Allott ? 

Senator AtLorr. Mr. Epstein, do I understand that the gist of what 
vou are saying is that you think the present minimum wage law of the 
United States is directly responsible for these 13 places going out of 
business? Is that what you are trying to say ? 

Mr. Ersrery. I would say in a ‘large measure it is responsible. In 
this way. South Jersey is on the per ‘iphery of a highly industrialized 
area where workers can gain employment at high-wage levels. Our 
industry must compete w ith a pants manufacturer in Gainesville, Fla., 
or Georgia or Alabama 

Senator Atitorr. Or Denver, Colo., where there is one by your name. 

Mr. Ersrerxn. Where we must compete with the product manu- 
factured there and; I must admit I am speaking from secondhand 
information; where the minimum wage is very close to the maximum 
wage. We just cannot do it. We cannot pay their wage scales and 
retain our labor force. Nor can we pay the going wages of our area 
and meet their prices. 

I think it was most graphically illustrated in recent years with the 
bids that were submitted for Government contracts. A great many 
firms in our areas have had experience with Government work and 
operated efficiently. But in recent years they just were unable to get 
a bid. 

Senator Attorr. You have not taken into consideration any of the 
other factors of production in this statement you have made, Mr. 
Epstein. 

Mr. Erstrern. What factors do you mean, sir? 

Senator AuLorr. The nearness to cloth; the cost of your raw mate- 
rials; the nearness to your market. Why is it that other businesses 
are able to operate in other places in the United States apparently 
under union scales, closed union contracts, and operate profitably 
and productively ? 

What you are saying in effect is you want to substitute the mini- 
mum-wage law for collective bargaining, when you stop to analyze it. 

Mr. Epsrety. I do not think so at all. I would rather put it this 
way, that if these plants are organized it would please us very much— 
as a matter of fact, I can think of an example of a factory that was 
comparatively recently organized by the Amalgamated within the last 
several years. 

When the Amalgamated Clothing Workers of America organized 
that factory, the accepted wage levels were far below the levels which 
we must pay in our own factory, simply because that was the going 
wage at the time in that locality. The people did get some benefits. 
x he union did get some increases and there was some job security. But 
the union themselves did not demand that the wage levels be brought 
up to ours, and that still left us in a poor competitive position. 
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Senator Axxvorr. I do not wish to be put in an argumentive posi 
tion with you, Mr. Epstein 

Mr. Epstern. Perhaps I am not answering your question. 

Senator Auiorr. I say this, your very position itself means that 
what you want to do is substitute the minimum wage for collective 
bargaining in those areas that you think are less well paid than yours 

Mr. Epsrern. I cannot see where the two go together. 

Senator AtLotr. Then let me ask you this question 

Mr. Epstein. There are too many other elements besides wage levels 
involved in collective bargaining. I just cannot see how one neces- 
sarily affects the other. 

Senator ALLorr. Perhaps there are a lot of other elements in col- 
lective bargaining, but from what I have seen it nearly always comes 
down in the last analysis to one big question—money ; either money or 
time, sometimes time secondar ily. 

Was this thought taken into consideration in the preparation of 
your statement? Did you make a study of this in any other part 
of the country ? 

Mr. Epsrern. I prefaced my remarks by saying that I was talking 
from the experience within our area, and that 1 really have not got 
cocumented information. I must insist on this position, that the 
products that were at one time—this might not be exactly pertinent 
but it is an example—being manufactured, the pants that were being 
manufactured three blocks away from our factory, are now being 
manufactured for considerably less money in Puerto Rico. 

In spite of the increased transportation costs and the distance 
from markets and all the other adverse factors that you can think of, 
they are still able to manufacture them in Puerto Rico and at sub- 
stantially less money. ‘That is to us in our area the important thing. 

Senator Dovetas. Is it Puerto Rican competition rather than com- 
petition in other sections of the United States ? 

Mr. Epsrern. No, not necessarily. That is why I say this example 
might not be specifically pertinent because I really did not want to 
bring Puerto Rico into it. 

We honestly feel there are other sections within the United States 
that are paying such low wage levels it is putting us in an extremely 
difficult competitive position. We feel we are paying—as the first 
gentleman this morning said—a morally fair wage. The wages we 
pay permit a person to enjoy some of the benefits of our economy. 

We believe that the wages that are paid in other areas are sub- 
standard. I do not propose to know how it came about, but we feel 
that by increasing the minimum wage, it will help the workers of 
those areas and at the same time help us. I must admit we have got 
a selfish outlook. It will help us by putting us in a better competitive 
position. 

Senator Axxorr. In this general area, Mr. Epstein—and I have 
found this, Mr. Chairman, to be true in the hearings I have had an 
opportunity to attend so far—I find among the people who want to 
raise the minimum wage to the maximum a sieatlake inability to 
accept the fact that there may actually be a difference between a very 
highly industrialized area such as you live in and a great many other 
parts of the East, and the other parts of the United ‘States which are 
not so heavily industrialized. 

62569 Pt. 3—55——6 
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I would like to see, Mr. Chairman, some figures indicating the 
comparative well-being of people. For example, I have seen parts 
of the West where I know that the industrial wages are not as high 
as they are in the East. Yet the people do own their own homes 
and they own their own cars and they are just as good cars, and 
they take their own vacations and they are just as good vacations, 
and they wear just as good clothes and eat just as good food. 

How do you account for it? 

Mr. Epstein. Of course it would be very difficult to account for it 
without knowing the wage scales of the area. Saying that they are 
paid less does not convey anything to me. I do not know how much. 

Senator Atiorr. I could not give you a specific scale, but it does ap- 
pear that there is a substantial factor here which I have not been able 
to lay my hands on so far. Could it be that in heavy industrialized 
sections living is far more expensive than it is in those sections which 
are not so heavily industrialized ¢ 

Mr. Epstein. Our particular area, as I said, is on the periphery of 
an industrialized area; but it is still predominantly an agricultural 
area. It is not yet industrialized. I see the day coming, however. 

Senator DovuGias. You have a great many pine forests, otherwise 
known as pine barrens. 

Mr. Epsrern. Yes, sir, we have pine barrens. 

Senator Doveias. The next witness is Mr. Morton R. Levy of the 
Pennsylvania Clothing Contractors’ Association. 


STATEMENT OF MORTON R. LEVY, PENNSYLVANIA CLOTHING 
CONTRACTORS’ ASSOCIATION 


Mr. Levy. Mr. Senator, I am here today in my capacity as Presi- 
dent of the Pennsylvania Clothing Contractors’ Association. I am 
not a professional employee of this organization. I am also an em- 
ployer and a contractor. Today I am the collective voice of 18 em- 
ployers who have an annual payroll approximately $6 million. These 
employers support about 4,000 men and women employees. 

I am here today because I am fearful of the future of the clothing 
industry in eastern Pennsylvania. I havea right to be fearful because 
in the last few years we have lost the following shops: 
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Senator Douaias. I have made a rough tabulation, and it looks 
as though the total number of employees in those shops amounted to 


i ee 


05. 

Mr. Levy. That is approximately correct. And, having lost the 
above-named plants—which you can see for yourself are all in small 
towns, the largest town being Reading, Pa., which I think has a popu- 
lation of somewhere in the neighborhood of 75,000 or 80,000—the 
prospect of getting new replacements is dismal. 
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Government contracts were once a fruitful source of employment 
for our plants, but these contracts have since been distributed in other 
areas because we cannot compete with those areas. ‘This also has had 
a disastrous impact upon our industry in our area. 

For example, the Reading Clothing Co., which employed about 
1,000 men and women, had gone into bankruptcy. 

Senator Doveras. That is not included in the list given above. 

Mr. Levy. No, sir, that is not. That was not a member of our asso- 
ciation, but it is in our area. 

Senator Dovetas. It has gone out of business ¢ 

Mr. Levy. It has gone out of business. The Oritsky Shop of Read- 
ing, which employed about 600 men and women, is now reduced to a 
skeleton of about 200 people. 

Senator Doucias. They are not in your association either. 

Mr. Levy. They are not in our association, but they are within our 
area, 

Senator Doveras. So, in addition to the 775 employees who lost 
their jobs in these plants in the industry which were members of your 
association, there would be about 1,400, 

Mr. Levy. There would be a total between our association and the 
others that I mentioned of approximately 2,200. 

Senator Doveias. So your employment has fallen from something 
over 6,000 to 4,000, or about one-third. 

Mr. Levy. That is quite correct, sir. 

Senator Dovatas. This happened since 1949? 

Mr. Levy. This has been done since later than 1949. If I may give 
you a brief résumé, referring back to the first page, the Gegan shop 

ias been out of business approximately 2 years. The Shmookler 
Shop, 2 years. The Well-Bilt Shop in the last year. Fellman in the 
last year. Penneraft within the last 2 or perhaps 3 years. Penn 
Pants Shop within the last year, I believe. And the last two I would 
say since 1949. 

Senator AuLorr. Just to make a résumé of that then, of the 8 exam 
ples you make, 3 have gone out of business in the past year; 2,2 years; 
1,3 years; and 2, 6 years. 

Mr. Levy. I would say that that is substantially correct. 

Senator Doveras. To put it in colloquial language, it’s getting 
tougher all the time; is that right? 

Mr. Levy. That is exactly the point. To those of us who remain, 
the future looms bleak. We are faced with more years of profitless 
and loss operation. It is only a matter of time until we join the other 
ghost industries of eastern Pennsylvania—that is, the hosiery indus- 
try 

Senator Doveias. Of which Pennsylvania used to be the center. 

Mr. Levy. It used to be the center; it is now a ghost center—the 
silk and rayon weaving industry—of which Allentown was once the 
center—the men’s underwear industry, and the shirt industry, and 
so forth. 

This situation, so tragic to Pennsylvania economy, is caused by the 
tremendous competitive advantages of other areas. These competi- 
tive advantages stem from the substandard labor costs of other areas. 

I substantiate this with the record of the United States Department 
of Labor published April 1955, which indicates that the average 
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hourly earnings throughout the country has gone steadily up since 
1941 without 1 year going backwards until today it has reached a point 
of $1.84 an hour as opposed to 72.9 cents an hour. 

In complete transposition or translated figures, if 72.9 cents an hour 
was good for 40 cents an hour, arithmetically $1.84 would equal $1.22), 
cents an hour. And, this occurs at atime when American earnings and 
productive capacities are at their highest levels. The substandard 
wages of these other areas are a hole in the dike of the American 
economy which should be plugged before other areas are engulfed by 
similar substandard wages, 

The solution lies in increasing the minimum wages under the Fair 
Labor Standards Act—and I speak only of our industry at the mo- 
ment—to $1.25 per hour. The purpose of the Fair Labor Standards 
Act is to improve the standard of living of workers to give a wage 
sufficient to maintain what we term the minimum American standard 
of living and to eliminate unfair competition by substandard labor 
costs. ‘The Congress of the United States recognized that the goal 
of 1938, namely 40 cents per hour, was not sufficient; and in 1949 the 
minimum wage was increased to 75 cents per hour. 

This did little more than translate the 1938 objective into 1949 
terms. Since 1949 our economic climate has again been transformed. 
National income, per capita income, and hourly average wages have all 
increased. And as it was once said, in the economy of 1949, a mini- 
mum wage of 40 cents an hour is clearly inadequate; and so in 1955 
a minimum wage of 75 cents per hour is also clearly inadequate. It is 
interesting to note that just last month the government of Alaska 
has recognized the need for $1.25 minimum wage and has adopted that 
tor a base. 

Senator Ativorr. Before you go further there, sir, if you use that asa 
criterion, you get yourself out on what has been known as a limb 
because of the very excessively high living costs in Alaska, which I 
think everyone is aware of. 

Mr. Levy. You say everyone is aware; I will accept what you say, 
because I am not completely aware as you might be. 

Senator Atiorr. I am not aware of specific things, but over the 
course of many years I have read many statements and articles upon 
the cost of living there. 

Mr. Levy. I hi ave, too; and, as I say, I will accept what you say 
because I am not familiar with the exact facts. 

I must repeat and rephrase the words of the Senate Committee on 
Labor and Public Welfare which stated in 1949 that the enactment of 
the increased minimum will give desperately needed help to workers 
in the lowest paying segment of our industries; it will enable the Fair 
Labor Standards Act to more effectively accomplish its objective of 
eliminating unfair competitive labor practices; and it will bolster 
purchasing power against recession and provide an improved basis 
for maintaining employmenet stability. These words which were 
written in 1949 on behalf of a 75-cent one represent in 1955 the 

valid reasons for a $1.25 minimum. I do not know whether this is 
quoted word for word, but it is substantially as it was written. 

If I can pause one moment, referring again to this which is pub- 
lished by the Government in Apr il of this. year, the separate trouser 
industry as well as the shirt industry and the clothing workers of 
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our area are without any doubt in the lowest paying segment of indus 
tries in the country. 

Senator AtiorT. Which are those ¢ 

Mr. Levy. The separate trouser industry, the shirt workers, and 
work shirts, and so forth. The separate trousers of which I am 
speaking at the moment are $1.18 an hour at the present time. The 
national average as I quoted to you before is $1.84 an hour. 

It is common sense, if I can explain this to you, that this $1.18 an 
hour does not reflect what is being paid in our areas. This is a na 
tional aggregate. ‘This figure is an off-hand guess, but it has been 
given as being substanti: ally correct by the Clothing Manufacturers 
Exch: ange the at approximately 85 percent of separate trousers are 
being made in substandard wage areas, what we term substandard. 

Senator Dovcias. What do you mean by that ‘ 

Mr. Levy. We term “substandard wage area” that which would be 
less than the average of apparel and other finished textile products. 

Senator Douetas. Less than $1.18 ¢ 

Mr. Levy. No, sir; apparel and other finished textile products 
averages $1.35 an hour. 

Senator Doveras. Less than $1.35 4 

Mr. Levy. That is more than the $1.18 that is a national average 
for trousers and shirts and so forth. (So we cannot compare clothing 
with steel or hard products, and we do not want to make an atteinpt 
to. 

American industry can easily support such a minimum. In fact, 
unless purchasing power is increased by this simple and obvious 
method, our businesses m: Ly find themselves in need of support. There 
is bound to be surplus industrial production as well as surplus farm 
production unless the great masses of the American people have more 
money to buy what they need. 

Today I come to you identified as an employer. However, mM it 
greater and a broader sense, this problem does not atlect employe: 
or employees alone. It affects all America. ‘The American dream is 
based upon an ever-increasing standard of living. If we permit 
the higher standard wage areas to be reduced to the level of the sub- 
standard wage areas, then we shall have killed the American dream. 

I want to thank you for the opportunity of speaking here. Are there 
any questions ¢ 

Senator Doveras. I have no more questions. 

Senator Axiorr. I have one question. In your statement you refer 
to Government contracts. How much of the cutbacks and shutdowns, 
loss of business, is due to cutbacks in Government contracts since 
World War II and the flood immediately after that in the Korean 
war! 

In other words, you put the whole thing here on the wage situation 
and the fact that you do not think the worker in general is getting 
enough wages. But how much of this loss in your area is due to 
cutbacks in Government purchaese ? 

Mr. Levy. I would say that there should have been the same per- 
centage loss of Government contracts in our area as there should have 
been in the clothing industry in other areas. This has not followed. 
What has followed is this—and this is a hypothtical figure because I 
do not know the actual figure—if our areas might have gotten 15 per- 
cent of the Government contracts and 85 percent might have been clis- 
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persed in other areas, this percentage has been reduced from 15 per- 
cent to practically nothing. 

Senator Aszorr. But you are not able to answer my question, then ? 

Mr. Levy. I do not think anyone is able to answer your question. 

Senator Atiorr. I thought perhaps that in following Government 
contracts, as you probably do, for bidding and other purposes—— 

Mr. Levy. I have been followi ing them closely. 

Senator Attorr. You might be able to answer that. But you 
cannot ¢ 

Mr. Levy. I can only say there are sufficient Government contracts 
to keep a great number of clothing workers throughout the country 
employed. 

Senator Atitorr. If Government contracts are let, they are keeping 
workers employed. What I was trying to figure out was how much 
of this in your area was due, if any, to the general reduction in Gov- 
ernment contracts. 

Mr. Levy. There must be some. I do not know the figure. 

Senator Atiorr. Thank you, sir. 

Senator Doug as. The next witness is Leon Ginsberg, Clothing 
Manufacturers Association of the United States of America. 


STATEMENT OF LEON GINSBERG, CLOTHING MANUFACTURERS 
ASSOCIATION OF THE UNITED STATES OF AMERICA 


Mr. Guinsserc. I am Leon Ginsberg, a partner of Calvert Clothes, 
in charge of production. We manufacture men’s clothing, and have 
our factory located in Baltimore, Md. 

I am appearing here today on behalf of the Clothing Manufacturers 
Association of the United States of America, the national organization 
of the men’s and boys’ clothing industry, in support of a national mini- 
mum wage of $1 per hour. 

Our association has approximately 850 members who produce 90 
percent of all men’s and boys’ tailored clothing in this country. Our 
membership is national in scope with factories located in all of the 
important clothing markets in the United States. 

The principal producing centers are: New York City, Philadelphia, 
Chicago, Baltimore, Cleveland, Boston, Cincinnati, Rochester, St. 
Louis, and Los Angeles. Our members in New York City, Phila- 
delphia, Boston, and Rochester are affiliated with us through the local 
market associations in the respective cities. 

These associations are: New York Clothing Manufacturers’ Ex- 
change, Inc., Philadelphia Clothing Manufacturers Association, Men’s 
& Boys’ Clothing Manufacturers of New England, Inc., and Rochester 
Clothing Manufacturers Exchange. 

Our members are in contractual relationship with the Amalgamated 
Clothing Workers of America. 

As reported by the Bureau of Labor Statistics, United States De- 
partment of Labor, in its March 1955 issue of Employment and Earn- 
ings the industry employed approximately 124,000 wor re and aver- 
age hourly earnings were $1.63 per hour in January 1955 

In addition, our employees receive 2 weeks vacation with pay, life 
and health insurance, hospitalization, sick benefit, and old-age pen- 
sions. It can, therefore, be seen that the employees i in our industry 
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receive a relatively high wage and, in addition, obtain many other 
benefits. 

It is the opinion of our association that if the Senate Labor Com- 
mittee were to recommend a dollar as the national hourly minimum 
wage, it would have a relatively minor effect upon the wage structure 
in our factories. 

The increase in costs to our members and consequent increase in 
cost of the garment to the consumer, if any, would be of an extremely 
minor nature. 

For several years, the men’s and boys’ clothing industry has been 
in a depressed condition. The total sales of men’s suits in the United 
States ce been averaging about 20 million suits per year. There are 
about 60 million adult males in the United States. In other words, 
men have been buying suits at the rate of l every 3 years. 

There are perhaps a number of reasons for this situation. But we 
in our industry think one of the important reasons is lack of pur- 
chasing power among the workers of this country, particularly the 
lowest paid workers. Workers who earn 75 cents per hour cannot pro- 
vide adequate food and shelter; they certainly cannot buy adequate 
clothing. 

The members of our association pay decent wages and find that their 
position is threatened by the small minority of clothing manufac 
turers who pay substandard wages of less than $1 per hour. These 
firms compete successfully solely on the basis of low wages. 

Senator Doveias. Where are these firms located, in general ¢ 

Mr. Ginspera. I would say in the southern part ‘of the country, 
generally speaking. There are exceptions, but the great majority are 
in the southern part of the country. 

Senator Attorr. Mr. Ginsberg, has this generally been part of a 

reat movement toward the South that we have heard about in the 
a 6, 8, or 10 years? 

Mr. Grnspera. As far as our industry is concerned ; yes. 

We believe that such competition disrupts the economic structure of 
our industry. It has long been our view that competition should be 
based on factory efficiency, aggressive selling, modern merchandising 
practices, awareness of style trends, and other constructive factors. It 
should not be at the expense of the employee. 

If the Senate Labor Committee accepts our recommendation that 
the hourly minimum be increased to a dollar, we respectfully suggest 
that adequate provision be made for learners and handicapped work- 
ers who would receive less than a dollar an hour. 

There is substantial turnover of employees in our industry and we 
find it necessary to hire new employees from time to time. In the 
main, these new employees have had no previous experience in tailor- 

and must go through a training period before they can be con- 
ag nt productive. 

To meet this situation provision should be made for lower minimum 
rates during the training period. We recommend that the learner 
starting rate be 75 cents per hour and that the rate be progressively 
increased during the learning period. 

The detailed regulations regarding learner rates and length of 
learning period should be determined by the Administrator of the 
Fair Labor Standards Act after proper investigation. 

Senator Dove.as. Thank you very much. 
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Senator Atiorr. With respect to the next to the last paragraph, 
you mentioned the learners and handicapped workers. 

I am also interested in those people who have passed what is known 
as the gainful period in life, which now unfortunately is getting 
down around the age of 40 years. What about the people who are 
getting along a little further in life? Do you not think that a high 
minimum wage tends to reduce the number of persons who may not 
be as efficient as they were, but who still can be gainfully employed 
as they advance in years? 

Mr. Ginspverc. I do not quite understand the question. 

Senator A.vorr. I will put it this way, then: Does not a high mini- 
mum wage—unless you put in a provision for people who are ad- 
vancing in years—deprive more and more of these people who are 
advancing in years of an opportunity to work ? 

Mr. GINSBERG. If you are talking about a learner—— 

Senator At.orr. I am talking about people who are getting along 
in years, 58,55. These people come to me and tell me it is impossible 
for them to find work because employers think they may be slowing 
down. 

But if you place a high minimum wage without giving some sort 
of consideration to them the same as you would learners and handi- 
capped workers, do you not deprive those people of an opportunity to 
get a job? 

Mr. Grinspero. I see your point. I agree with you. I think some 
provision should be made for that. 

Senator Atxorr. I am interested in those people because I think 
it is a shame to shuffle off people when they get to be 55, simply be- 
cause their manual dexterity may have slowed down a trifle or some- 
thing of that sort. 

Mr. GrnsperG. Your point is well taken. 

Senator ALLotr. We leave them without any means of making a 
livelihood. That is all I wanted to ask. 

Senator Dovuctias. The next witness represents the Association of 
Shirt Manufacturers and Philadelphia Shirt & Pajama Manufacturers. 


STATEMENT OF SYLVAN GEISMAR, ASSOCIATION OF SHIRT 
MANUFACTURERS AND PHILADELPHNA SHIRT & PAJAMA 
MANUFACTURERS 


Mr. Geismar. I am Sylvan Geismar, the executive vice president 
of the Manhattan Shirt Co., which operates plants in New York, New 
Jersey, Georgia, Maryland, ‘Pennsylvani: a, North Carolina, and South 
Carolina. 

I am presenting this statement on behalf of a group of manufac- 
turers producing men’s shirts, underwear, pajamas, neckwear, hand- 
kerchiefs, and related products. In addition to the Manhattan Shirt 
Co. this group includes: F. Jacobson & Sons, Inc.; C. F. Hathaway 
Co.; Publix Shirt Co.; Cluett, Peabody & Co.; Lustberg, Nast & Co.; 
Troy District Shirt Co.; M. Nearnberg & Sons; Philadelphia Shirt 
& Pajama Manufacturers Association. 

These manufacturers operate factories in the following States: 
Georgia, Indiana, Maine, Maryland, Massachusetts, Minnesota, New 
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Jersey, New York, North Carolina, Pennsylvania, South Carolina, 
Tennessee, Virginia. 

Senator Dove.as. In other words, you operate in Southern States 
as well as Northern States ¢ 

Mr. Geismar. Yes, sir; exactly. 

The companies for whom I speak are in favor of a Federal minimum 
of $1 per hour for employees who have completed their training 
period. A lower minimum should be provided during the training 
period for inexperienced employees. 

I am informed that. at least two other employer associations con 
sisting of small companies engaged in the manufacture of shirts and 
related products are also supporting this minimum before your com- 
mittee. These associations are the Shirt Institute, Inc., and the New 
York Manufacturers’ Association of Robes, Leisurewear, Shirts & 
Rainwear, Inc. 

The firms whom I represent account for a total employment in the 
shirt, pajama, and related products industry of approximately 20,006 
produc tion workers. 

We support a minimum of $1 per hour because we believe it is 
necessary to stimulate purchasing power among the lowest paid work- 
ers and because employers who pay fair wages should be protected 
against the unfair competition of substandard wages. 

It is customary for economists to classify men’s apparel as a neces 
sity. But we in the industry have learned through experience that 
our product is a deferrable necessity. People are naturally obliged 
to give priority to the purchase of food and shelter. 

If anything is left, and if medical expenses have not intervened, 
then they buy apparel. Invariably, the needs of the children and the 
women are attended to first. Only then are shirts, pajamas, and under 
wear bought for the men. 

Senator Dove as. Is that not quite a tribute to the gallantry of the 
male sex ? 

Mr. Geismar. Yes; I think we are not so bad. We have got to 
have something in our favor. 

Senator ALLotrt. Women and children first. 

Mr. Getsmar. According to a bulletin of the Bureau of Labor Sta- 
tistics, called Factory Workers Earnings, April 1954, there were, in 
that month, approximately 1,250,000, or about 10 percent of all fac- 
tory workers in the United States, earning less than $1 per hour. 

These workers were averaging about, 82 cents per hour. It is our 
firm conviction that these workers cannot buy our products because of 
inadequate earnings, nor can they buy the products of many other 
industries. We think that raising their wages to $1 per hour would 
make them better customers for the products of American industry. 

I think it is of interest to note that weekly benefit amounts under 
unemployment insurance laws are being increased in most of the States 
until today benefits are as high as $36 per week. Many of the States 
have raised unemployment insurance benefits this year, and it is safe 
to say that they must have acted on the basis of studies showing the 
need for higher benefits. 

More than half the States pay as high as $30 per week or more, 
including States in all sections of the country. This is equal to the 
present Federal minimum wage of 75 cents for a 40-hour week. We 
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thus have a situation where a worker can be employed at a wage which 
is the same as, or in some States, even less than the amount he can 
receive in unemployment benefits when he is not working. 

It seems self-evident that we must have a minimum-wage rate which 
is higher than the unemployment benefit rate or we put a premium 
on not taking available jobs. 

There is attached to this statement, a copy of which will be handed 
to members of the committee and to the recorder, a list of 25 States 
whose unemployment-insurance laws provide for a maximum weekly 
benefit of $30 or more. 

We are recommending a minimum of $1 per hour because we believe 
the resulting wage increase can be absorbed with little or no effect on 
prices. According to the Bureau of Labor Statistics wage study I 
referred to a moment ago, the number of factory employees in the 
United States earning less than $1 is approximately 10 percent of the 
total number of factory employees. 

An average increase of about 18 cents per hour is required to bring 
this group up to $ lper hour. This would mean an overall general in- 
crease of 1.8 cents per hour based on the total number of factory em- 
ployees. We recognize that some increases to other employees might 
be required because of narrowing di:erentials, but this would probably 
not be sufficiently substantial to have a marked effect on wage levels. 

American industry has shown in the past several years that it can 
absorb wage increases of this order without raising the price level. 
For example, between June 1953 and December 1954, average hourly 
earnings in manufacturing industries in the United States rose 7 cents, 
from $1.76 to $1.83. Yet in the same period the Consumer’s Price 
Index actually declined from 114.5 to 114.3. 

It is true that in the men’s furnishings industry there is a larger 
percentage of production workers who earn less than $1 eH hour and 
it may very well be that the manufacturers who employ those workers 
may have to raise their prices to a reasonable level in order that their 
employees should earn a decent minimum wage. 

The companies for whom I speak all believe that this would have a 
beneficial effect on our industry and on the country as a whole. We 
believe that depressed wages is the first step to a general economic 
depression. 

We have some employees who now earn less than $1 per hour and 
would therefore be affected by a $1 minimum. However, we believe 
the salutary effects would justify the cost to us. It is natural to ask 
why we have not volunt: irily adjusted our minimums to $1 per hour. 

The answer lies in competitive conditions. We cannot raise our 
minimums when others are free to pay their workers 75 cents per hour. 
If we were to do this we would invite self-destruction. 

We firmly believe that honest competition between business enter- 
prises should not be conducted at the expense of employees. That is 
destructive competition, unworthy of the free-enterprise system. 
There are plenty of areas in the conduct of a business _ competi- 
tion can play a constructive role: Efficient management, imaginative 
merchandising, aggressive selling, modernization of machinery, mod- 
ern production methods, and so forth. 

We should not reward the employer who competes by paying less 
than a fair minimum. If we require everyone to pay not less than $1 
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a hour, we will bolster purchasing power and eliminate competition 
ased upon substandard wages. 

As long as the legal minimum remains at the low figure of 75 cents 
per hour, it will continue to be possible for substandard manufac- 
turers to provide the most unfair kind of competition to the legitimate 
and efficiently operated units of the industry. 

This competition tends to drive down wage standards for the entire 
industry. The competition of the substandard manufacturer is based 
solely on the payment of low wages, not on eflicient management, in- 
telligent merchandising, and the like, and I submit that this is un 
healthy. 

Under the present Fair Labor Standards Act employers are per- 
mitted to louie learners at less than the established minimum during 
a training period. The law requires an employer to apply for a cer- 
tificate saiheneae the employment of learners. This procedure has 
proved satisfactory in the past and should be continued if a $1 mini- 
mum is enacted. 


Magimum Maximum 

Jurisdiction : weekly beneft | Jurisdiction—Con. weekly beneft 
Arizona__ $30 New Mexico... _.....__- _ $30 
California 30 New York__. . 36 
Connecticut a 30 North Carolina oe 30 
Idaho 30 Ohio ___- . &0 
Indiana 30 Pennsylvania — 
lowa ; 30 Rhode Island “— 
Maryland ___ ‘ Tennessee _ 80 
Michigan_-__-_- ; ‘ Utah___-_ a . 88 
Minnestota : 30 Washington Sites: 5S 
I iii ii nteedibianaiiehiees: West Virginia mbna ae 
Nevada __ : Wisconsin__ ae 33 
New Hampshire___- J 82 Wyoming 30 
New Jersey 


Source: Commerce Clearing House, Unemployment Insurance Law Service 


The above is a list of the States in which the maximum weekly 
benefits are $30 or more. It is over half of the States in the Union. 

Senator Doveias. Thank you very much, Mr. Geismar, it is a very 
interesting statement. 

Am I correct in inferring that the firms in your group are long 
established firms that are well known through national advertising 
of trade-marked corer 


Mr. Geismar. Yes, sir; I can give you a little specific information 
in our particular company. We are going to celebrate our 100th anni- 
versary in2 years. Jacobson’s, I believe, are about 60 years old. The 
Hathaway Co. is older than we are. Publix goes back about 60 years. 
Cluett’s I think just celebrated their 100th anniversary about a year 
ago. Lustberg Nast is about 50-some-odd years old. Troy District 
is probably 25 or 30 or more. Nearnberg’s is about 50 years old, and 
there are a number of old manufacturers in the Philadelphia eroup. 

When I have said “old,” I mean old in years, not old in activities, 
I hope. 

Senator Dovatas. I understand your plants are unionized ? 

Mr. Geismar. Yes, sir. 

Senator Doveras. Are the southern plants unionized ? 

Mr. Geismar. We have one basic contract, North and South, cover- 
ing our entire operation. I believe—I cannot speak freely for the 
others, but I believe the others have a similar situation. 
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Senator Doveras. In other words, instead of trying to find a way 
out by starting nonunion plants in the South, as some of the textile 
companies have done, what you want to do is to raise the level of 
the industry as a whole ¢ 

Mr. Geismar. We think that makes commonsense, Senator. We 
think, after all, if we live in these United States, it really does not 
make a bit of difference if we are north, east, south, or west. It is 
one big country, and we are more or less, if we have an equal footing 
and we can operate on a free and even basis, then it is up to us from 
a standpoint of efficient management, modernization of equipment, and 
what goes with it, we feel that there should not be some particular 
advantage because a man is in some so-called backward area because 
by having a reasonable base he is going to help that so-called backward 
area, 

That is our philosophy. 

Senator Dovetas. Your attitude is in very sharp contrast with 
the attitude of a great many of the big textile companies which are 
‘nore or less retreating from the high-wage and unionized areas of 
New England and the Middle States and throwing the bulk of their 
operavions into nonunionized and much lower wage areas of the 
south 

Mr. Geismar. I am not here to discuss or to defend some other 
particular manufacturer. I can only explain what our philosophy is, 
and I think I can freely say that it is the philosophy of this group 
that I am talking for, because I have been authorized by them to make 
this statement. 

Senator Dougtas. Personally, I would have welcomed a similar 


attitude by the textile industry, and I hope your example proves 
contagious. 

Mr. Geismar. Thank you, Senator. 

Senator Dovcias. Thank you very much. 

The next witness is Mr. Charles Ballon of the Affiliated Dress Manu- 
facturers, Inc. 


STATEMENT OF CHARLES BALLON, ATTORNEY, AFFILIATED DRESS 
MANUFACTURERS, INC. 


Mr. Bation. I appear before you today, and thank the subcom- 
mittee for the opportunity and privilege of doing so, on behalf of the 
New York Dress Manufacturing Industry, the Affiliated Dress Manu- 
factuvers, Inc., the National Dress Manufacturers’ Association, Inc., 
and the Popular Priced Dress Manufacturers’ Group, Inc. 

These 3 trade associations are composed of some 850 to 900 dress 
manufacturers engaged in business in New York City. They transact 
an annual volume of business approaching three-quarters of a million 
dollars and employ upwards of 65,000 workers. 

These employees are represented by the International Ladies’ Gar- 
ment Workers’ Union with whom the three trade associations, for 
whom I appear here today, negotiate and enter into collective-bargain- 
ing agreements on behalf of their respective members. There is a 
history of collective labor bargaining in the New York dress industry 
on a marketwide basis that dates back to 1933, since which time not 
a single day of production or work has been lost by manufacturer or 
worker due to strike or other labor discord. This notable achieve- 
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ment, credit for which is shared as well by the union as the employers’ 
associations, was augmented just 9 weeks ago when a new 5-year pact 
was signed by the parties. 

Since the entire New York dress-manufacturing industry is sub- 
stantially organized, it can be assumed that any competitive advan- 
tage to be derived from employing nonunion labor is not available to 
a New York dress manufacturer. Instead, his labor problem stems 
primarily from nonunion and substandard wage-paying dress manu- 
facturers and some only partially organized markets outside of New 
York City. 

Thus, in New York the average earnings of dress workers are $2 
per hour. In Atlanta, Ga., the average hourly earnings of workers 
in corresponding dress-manufacturing crafts are $1.01; in Dallas, 
Tex., $1.06; and in Wilkes-Barre (Hazelton area), Pa., $1.08 per hour. 

These earnings figures are from statistical tables compiled by the 
Bureau of Labor Statistics of the Department of Labor. Thus, the 
average dress worker in the New York market earns about twice as 
much as his prototype in the Atlanta, Dallas, and Wilkes-Barre mar- 
kets. And these are all organized dress-manufacturing centers. 

Senator Doveias. You mean they are operating under union con- 
tracts ¢ 

Mr. Bation. To a large extent, sir; yes, sir. Consider, then, the 
extent of the differential between the rates of wages paid by the New 
York dress manufacturer and his competitor in an unorganized mar- 
ket. This competitive margin is prohibitive and in large measure 
accounts for the loss of volume on a national basis by the New York 
dress industry to other dress-producing centers. 

In his testimony before this subcommittee on April 20. 1955, Mr. 


David Dubinsky, president of the LLGWU, stated : 


Labor organizations are not always in the position to raise the wages and 
salaries of un erpaid workers. Unscrupulous employers know this only too well. 
The local community pressures which they generate and exploit make the problem 
of improving the workers’ conditions all the more difficult. Yet the goods pro- 
duced in such factories undermine the competitive standing of those firms who 
are doing their best to maintain fair labor standards. It is precisely in such 
cases, when the workers lack the protection of a union, that they need to be 
protected by law. 

Section 2 of the Fair Labor Standards Act (20 U.S. C. A. 202), 
setting forth the congressional finding and declaration of policy that 
motivated the enactment of this farsighted piece of legislation, states 
that the payment of substandard wages “constitutes an unfair method 
of competition in commerce.” 

The Department of Labor has stated many times and the United 
States Supreme Court has ruled that one of the basic purposes of the 
Fair Labor Standards Act is to fix wages, not for particular indi- 
viduals and companies but industrywide, on a basis which the indus- 
try can stand, and under conditions which, if classification is required 
in industry, will not give one section of it a competitive advantage 
over another. 


Interstate commerce should not be made the instrument of competition in the 
distribution of goods produced under substandard labor conditions, which com- 
petition is injurious to the commerce and to the States from and to which the 
commerce flows (United States of America v. Darby, 312 U. 8. 100 (1940) ). 
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New York City was the cradle of the dress-manufacturing indus- 
try. Its long-trained and skilled workers compensated largely for 
the advantage that dress manufacturers outside of New York obtained 
by paying substandard wages. The dress manufactured in New York 
reflected the superior workmanship and experience of the hands that 
cut, sewed, and pressed the garment. 

Senator Doveias. You also had the style advantage, did you not? 
That is, styles in the old days used to originate in Paris and would be 
copied in New York; and then to the degree that Paris faded New 
York emerged. Is that not true? 

Mr. Bauion. I am very happy to see you are abreast of the time, 
Senator Douglas. This is a matter of past history. New York is 
distinctly the fashion leader of the entire world. 

Senator Doucias. To what degree is Hollywood coming in as the 
originator of styles? 

Mr. Bauwon. I believe, sir, speaking from a point of view of an 
uninformed lawyer, that the Los Angeles market—— 

Senator Doue.as. That never restrains a lawyer. 

Senator A.txorr. Or others. 

Mr. Bauuon. I think you will find, Senator, I will be similarly un- 
inhibited. I believe that the Los Angeles market has probably come 
to the forefront more in the sportswear field than it has in what we 
call street dresses or cocktail or evening dresses. The volume in the 
Los Angeles market, however, in the past 10 years has increased very 
substantially and shows a much greater rate of acceleration in terms 
of dollar volume than any market in the country, I believe. 

The passage of time, however, has witnessed the gradual extinc- 
tion of this differential in skill and workmanship. The department 
or specialty store buyer, surely, the consumer, could distinguish a 
dress made in New York from that produced in Scranton, St. Louis, 
or Fort Worth, only with difficulty. But the wage differential has 
not disappeared ; if anything, it has become enlarged. 

Thus the dress manufactured in the New York market must com- 
pete for the consumer’s patronage with similar garments made in 
markets which pay their workers one-half or thereabouts of the wages 
paid in New York. 

Thus, to effectuate one of the express purposes of the Fair Labor 
Standards Act, it is respectfully submitted that favorable considera- 
tion be given to increasing the minimum wage required to be paid 
aan said statute from 75 cents per hour to not less than $1 per 

1our. 


Senator Dovetas. Thank you very much. Senator Allott? 

Senator Atxorr. No questions. 

Mr. Bation. I would like, if I may, to make just one observation 
in response to a question that Senator Allott placed to one of the 
previous speakers, because I think it is addressed to the same type 
of argument which I attempted to make this morning. 

I believe, Senator, you made the point or asked the question how 
it was that in certain areas in the Far West or Middle West, I think 
you specifically mentioned, that people managed to live on as com- 
fortable a standard of living as they do in some of the large eastern 
manufacturing centers. I believe you went on to suggest that their 
wages were distinctly lower than they were in the East. 
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Senator Auvorr. I would not say distinctly lower, but I do not 
think they reach the scale—and this is from a general observation— 
that they appparently do here. 

Mr. Bation. I do not know whether or not this is responsive to your 
uestion, but if it is I would like to suggest that according to the 
Sureau of Labor Statistics, the cost of family budget of city workers 

in 34 cities in the United States—and they range from, | would judge, 
roughly perhaps 30 or more different States—is in the vicinity of 
$4,000, with not more than $200 or $300 spread either side of $4,000 
from one city to the next. 

The lowest in the group, as I scan the list, is New Orleans, La., 
where it is estimated by the BLS that $3,825 would be the cost for a 
family of 4 per year; and the high would seem to be in Milwaukee, 
Wis, where the figure is $4,387. 

Senator Dovetas. That is an identical budget ‘ 

Mr. Batuon. That is correct, sir. 

Senator Atxorr. Is this just applicable to larger cities ¢ 

Mr. Bauwon. Yes, sir; it is, 

Senator At.oir. I was thinking more not in terms of cities but the 
extreme differential between the highly industrialized places and the 
small communities which constitute a whale of a lot of our country, 
in which it seems to me that the differential has not been considered 
or is not even recognized, and I feel that there must be one. 

Mr. Bation. I am sure there are definite, perhaps in many in- 
stances, disparities in earnings from one section of the country to the 
other. But I would imagine that 1 of these cities in this list of 34 
on the BLS compilation would probably fall in every section of the 
country, so that the entire Nation would be covered and almost any 
area that could be selected would be reasonable close to one of these 
major industries cities. 

1 simply thought it was relevant to suggest that at least from the 
table that is given us by the BLS it would appear that the cost of the 
family budget is not too dissimilar from any one point in the country 
to another. 

Senator Atuorr. I recognize that. I recognize, for example, the 
difference that exists between Salt Lake City and the outlying com- 
munities of Utah and the difference between the three major cities of 
Colorado and the smaller communities in Colorado. 

I do not have these figures before me. I have seen these same fig- 
ures, I think. The disparity, I realize, is not great as between large 
cities. But I am also concerned as to what this is going to do to all 
of the thousands and thousands and thousands of smaller cities and 
rural communities. 

Mr. Bauton. There is included in this list of cities Denver, Colo. 
The costs for a family of 4 of a family budget in that city is esti- 
mated as some $4,199 as compared to New York City, where it is 
$4,083. What it might be in a small town 75 or 100 miles from Denver, 
I do not know. But I would think that the impact of even that dis- 
tance from Denver, Colo., would have to be substantial. 

I would guess that it would be pretty difficult for a family of 4 to 
live on much less than $4,199 even in a community that might be 100 
miles from Denver. 

There is one last comment I would like to make about at least the 
dress: industry itself, and that is that, although the national average 
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of industrial earnings per hour I believe as of November 1954 was 
$1.84—and that happens to be the exact figure; that is the New York 
figure I am quoting, $1.84. 

Senator Douveras. The national average is $1.63 

Mr. Bation. The average earnings of the dress worker in New 
York is $2.01 per hour as compared to this average of $1.84 ow hour 
for all workers in New York State, industrial wor rkers; and this $1.63 
nationally. The average for all dress workers throughout the United 
States as of October 1954 was $1.54 per hour. Of course in order to 
get that kind of an average hourly earning, it necessarily means that 
some of the more unskilled crafts are earning considerably less than 
that $1.54 per hour. 

In the areas that I mentioned in my prepared statement, which are 
down around the vicinity of $1 to $1.05 per hour, there are many work- 
ers and crafts that are receiving considerably less than $1 an hour. 

So we believe if the minimum wage were lifted to $1 an hour, this 
would be a considerable contribution toward eliminating at least to 
some extent this unfair competitive advantage that these out-of-town 
markets have. 

Senator Doveras. The Chair wants to correct the figure which he 
just gave. He gave the figure for men’s and boys’ suits and coats, 
rather than for the women’s industry. According to Employment and 
Karnings, March 1955, published by the Bureau of Labor Statistics, 
women’s suits, coats, and skirts have a national average hourly earn- 
ings in January of 1955 of $1.97. Women’s household apparel, $1.10. 
Women’s dresses, $1.49. 

Mr. Bation. That is as of what time, sir? 

Senator Dove.ias. January 1955. 

Mr. Baton. My figure in October 1954 was $1.54. 

Senator At.orr. Just one other question, Mr. Ballon. I have to 

apologize to you that I could not be here at the forepart of your state- 
ment, but at the top of page 2 you say: 

Since the entire New York dress-manufacturing industry is substantially organ- 
ized it can be assumed that any competitive advantage to be derived from em- 
ploying nonunion labor is not available to a New York dress manufacturer. 

Of course, you are confined primarily to New York, I realize. But 
is there to your knowledge any great employment in the garment in- 
dustry which is nonunion in the United States? 

Mr. Bation. I think I can answer that question in this way. It is 
my information that there were in the United States in apparel em- 
ployment approximately 1,250,000 pe In the New York market 
there were employed some 426,000. I believe the membership of the 
International Ladies’ Garment Workers Union is something short of 
500,000. I do not know that there is any other union of any impor- 
tance or stature which does any organizational work in this industry. 

Senator Attorr. Would it indicate 500,000 ? 

Mr. Bation. I would say in excess of 500,000 unorganized workers 
in all apparel trades. 

Senator AtLorr. Would you be able to indicate where those are? 

Mr. Barton. Dr. Lazare Teper who is in charge of the research and 
educational department of the International Ladies’ Garment Work- 
ers Union happens to be in the hearing room. He probably, I am sure, 
is much better informed on that than I am. I would guess they are 
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widely distributed because in the large industrial cities where you do 


find any apparel manufacturing, I know that they are substantially 
organized. 


Senator Dovaas. Dr. Teper, I wonder if you would say what pro- 
portion of the women’s wear industry is unorganized ¢ 

Dr. Terer. The membership of the Ladies’ Garment Workers in the 
United States outside of Canada runs at around 400,000 members. I 
would say there are approximately 75,000 workers—between 50,000 
and 75,000—who are not organized in the different branches of the 
women’s garment industry. 

The figure of 1,250,000 that Mr. Ballon cited refers to all apparel 
industry—men’s clothing, women’s clothing, as well as the miscel- 
laneous fabrications of textile products. 

Senator AuLorr. So you would say that as far as the number of 
workers are concerned, it is unorganized to the extent of about 50,000 
to 75,000 workers ? 

Dr. Terer. That is correct,sir. 

Senator Doveras. Thank you much. 

The next witness is Mr. Maurice L. Rabbino, general counsel, Shirt 
Institute, Inc. 

Mr. Rabbino is not here. Has he filed a statement ? 

(The statement of Mr. Rabbino follows :) 


STATEMENT OF Maurice L. Ranpsrno, Executive SecreTARY OF THE Suter INstI- 
TUTE, INC., AND THE MANUFACTURERS’ ASSOCIATION OF Ropes, LEISUREWEAR, 
SHIRTS AND RAINWEAR, INC. 


I am the executive secretary of both the Shirt Institute, Inc., and the Manu- 
facturers’ Association of Robes, Leisurewear, Shirts and Rainwear, Inc. These 
trade associations have a total membership of 137 firms which manufacture 
products which are greatly affected by the Fair Labor Standards Act. This 
statement was authorized at a joint meeting of the executive boards of these 
associations held on April 19, 1955. 

The individual firms who are members of these associations employ any- 
where from a handful of workers to 600 employees. Loth union and nonunion 
firms are members. Although most members have one plant, some of the members 
have their products manufactured in several plants. The quality of their 
products varies from the lowest to the highest, and these products are sold 
to retailers, department stores, mail order houses, and jobbers. Some are 
relatively young and others have been in business for a great many years. 
The products of our members are produced in plants in communities ranging 
from small one-factory towns to New York City. Some are in the North and 
some are in the South. Among the States in which these plants are located 
are: New York, New Jersey, Connecticut, Massachusetts, Pennsylvania, Mary- 
land, Georgia, Virginia, West Virginia, and Tennessee. The products produced 
by the members of these associations are distributed throughout the United 
States and are exported to foreign countries. 

It is the firm conviction of these associations that the Fair Labor Standards 
Act has played a most constructive role in the economy generally and in the 
needle industry specifically, for the Fair Labor Standards Act did establish 
2 floor below which certain employers could not go. 

Section 202 of the Fair Labor Standards Act states that: “Congress hereby 
finds that the existence in industries engaged in commerce or in the production 
of goods for commerce of labor conditions detrimental to the maintenance of 
the minimum standard of living necessary for the health, efficiency, and general 
well being of the workers (1) causes commerce and the channels and in- 
strumentalities of commerce to be used to spread and perpetuate such iabor 
conditions among the workers of the several States, (2) burdens commerce and 
the free flow of goods in commerce, (3) constitutes an unfair method of competi- 
tion in commerce, (4) leads to labor disputes burdening and obstructing com- 
meerce and the free flow of goods in commerce, and (5) interferes with the 
orderly and fair marketing of goods in commerce.” 


62569 Pt. 3—55——7 
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The congressional finding and declaration of policy stated in section 202 
of the Fair Labor Standards Act of 1938 is not only the law but a truth as 
valid today as it was in 1938. 

To effectuate the purposes of the act, it is elementary and obvious that the 
minimum wage set forth in the act must be realistic and such as will permit 
at least the minimum standard of living described in the act. 

In January 1950 the Congress found that the appropriate minimum to effectu- 
ate the purposes of the act was $0.77 per hour. In May of 1955, $0.75 per hour 
cannot be translated into earnings which will permit the worker to maintain 
the standards which were contemplated in 1950. It is therefore obvious that 
the minimums set forth in the act should be increased, and it is the strong 
feeling of the associations which I represent that it should be increased to $1 
per hour. 

The Consumer Price Index of the Bureau of Labor Statistics indicates that the 
cost of living has increased 14 percent since January 1950. It also indicates 
that for those that are most affected by minimum wages, living costs have in- 
creased substantially more than 14 percent. 

These are highly competitive industries but we must avoid the type of com- 
petition which proved so destructive in the 1980 era. Competition is good and 
should flourish in the fields of management, styling, efficiency, distribution, etc., 
but not in the field of minimum wages. 

It is respectfully urged that your committee recommend an increase in the 
wage-and-hour minimum to $1 per hour. 


Senator Dovetas. Mr. Milton J. Levy, National Coat and Suit In- 
dustry Recovery Board. 


STATEMENT OF MILTON J. LEVY, COUNSEL, NATIONAL COAT AND 
SUIT INDUSTRY RECOVERY BOARD 


Mr. Levy. Senator, I filed a prepared statement. With your per- 
mission, however, I should like to depart from it. 
Senator Doveras. The statement will be made a part of the record. 


(The prepared statement is as follows :) 


. This statement is submitted in behalf of the National Coat and Suit Industry 
Recovery Board, representing about 1,700 firms employing 60,000 manufacturing 
workers in the women’s coat and suit industry located in the following markets 
throughout the United States: New York, Boston, Philadelphia, Baltimore, 
Cleveland, Chicago, St. Louis, Los Angeles, San Francisco, Seattle, and Portland, 
Oreg. 

Over a year ago—in January 1954, our organization, at its annual meeting at 
which representatives of all the markets of our industry were present, unani- 
mously adopted a resolution favoring an amendment to the Fair Labor Stand- 
ards Act increasing the hourly minimum wage from 75 cents to $1. We believe 
that the reasons which prompted the adoption of that resolution are even more 
compelling today than a year ago. 

The collective agreements between the employers and the International Ladies’ 
Garment Workers’ Union which have existed in our industry for many years 
provide for decent wage standards and the 35-hour workweek, as well as health, 
vacation, and retirement benefits. Impartial machinery for settlement of differ- 
ences have successfully fostered industrial peace and stability. 

These enlightened standards of industrial decency, however, are not synony- 
mous with economic health or prosperity. During recent years the industry's 
volume of business has declined from over a billion dollars a year to about $800 
million. 

To a considerable extent, our industry has suffered encroachment from other 
apparel industries that have comparatively lower wage standards. Although 
the women’s apparel industry has separate branches producing different types of 
garments, such as coats and suits, house dresses, rayon dresses, sportswear, 
et cetera, the lines of demarcation are not always sharp. 

Similarity of machinery and skills render it possible for a firm in one branch 
to produce garments made in another branch of the industry. This is also true 
as between the women’s apparel and men’s clothing industry. A major incentive 
for such overlapping is the existence of wage differentials. 
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According to the Bureau of Labor Statistics, the average hourly earning of 
production workers in the women’s coat and suit industry was $1.07 in January 
1955. In the largest market, New York City, where over half of the workers are 
concentrated, it was $2.58. On the other hand, in other apparel trades the range 
was from #4 cents to $1.54. 

Aside from the difficulties resulting from the cost advantage enjoyed by over- 
‘apping apparel trades, our industry is also concerned about the unfair competi 
tion of a minority of employers within the industry who undercut established 
labor standards to the detriment of the legitimate employers who live up to 
their obligation to pay decent wages. 

Even if the present minimum is increased to $1 an hour, the differentials 
above that minimum will remain and producers maintaining low wage standards 
will continue, in varying degrees, to enjoy a wage cost advantage. Nevertheless, 
by gradually reducing the size of that advantage such unfair competition can be 
steadily reduced to a minimum. 

A minimum of $1 an hour would not burden the apparel :adustries. As far as 
the women’s coat and suit industry is concerned, a BLS study in September 1951 
showed that only 2.3 percent of all plant workers earned less than $1 an hour. 

In view of the upward trend in wage levels during the past 3% years, the 
percentage of workers receiving less than $1 per hour today is undoubtedly 
even smaller and confined to those performing unskilled tasks or to handicapped 
or aged workers. 

As for nonmanufacturing workers such as office employees, shipping clerks, 
et cetera, who comprise about one-fifth of the industry's employees, the great 
majority receive over a dollar an hour. This is partly substantiated by studies 
of earnings of office workers conducted by the Bureau of Labor Statistics. 

It is also corroborated by the fact that the collective agreement covering 
shipping clerks in the New York coat and suit market provides for a minimum 
wage of $41 for a 35-hour week (except for certain workers earning $37) and 
over 90 percent earn above the minimum. 

The slight increase in the women’s coat and suit industry's payroll neces- 
sitated by a $1 minimum would be more than compensated for by the positive 
gain resulting from the narrowing of the wage differentials between the legit- 
imate firms upholding establishing standards, and the minority of substandard 
firms in the industry, as well as producers in competitive low-wage apparel 
industries. 

There is evidence indicating, moreover, that American industry generally can 
take a $1 minimum in its stride. Average hourly earnings of production workers 
in the United States are over 50 percent above the proposed minimum. 

Only 1,282,000 production workers, or 10.2 percent of the total in the country, 
earn less than $1 an hour. It is estimated that the payrolls of covered indus- 
tries would be increased only six-tenths of 1 percent by reason of an increase 
in the minimum wage to $1 per hour. 

It is clear, from these facts, that the estimated rise in payrolls due to the 
higher minimum will be very small and can be absorbed without hardship, 
especially under current generally favorable conditions in most industries. 

It is not likely to have an inflationary effect on consumer prices or to have 
an adverse impact on employment. Such dire results were predicted when the 
40-cent minimum was raised to 75 cents but, as indicated by a Labor Department 
study issued last year, the rise had only “very minor determinable effects on 
employment.” 

Far from having any unfavorable repercussions, the rise in the minimum to $1 
an hour will, in fact, exert a wholesome effect on the economy of the country. 
It will raise the buying power of the low-income group of our population and 
stimulate consumer demand for various products including apparel. 

Studies by the Bureau of Labor Statistics show that expenditures for clothing 
not only increase in amount, they also claim an increasingly large proportion 
of total family spending, as income increases. 

For example, in Detroit in 1948 families of two or more persons with annual 
incomes of $2,000 to $3,000 spent $330 a year for clothing: those with incomes 
of $3,000 to $4,000 spent $408 ; those with incomes from $4,000 to $5,000 spent $561. 

To certain industries such as women’s coats and suits that have been in a 
relatively depressed condition during recent years, the rise in purchasing power 
and demand for apparel that will undoubtedly result from a higher minimum 
wage, would be a greatly needed booster shot. It would open up not only to 
the apparel industry but to others as well, a large potential market for products 
and services, promoting higher living standards and levels of consumption, 
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production and employment, and the health and well-being of the economy 
generally. 


To sum up our contentions: 
1. A $1 Federal minimum wage will protect the women’s coat and suit industry 
from the unfair competition of producers maintaining lower wage standards. 


2. It will not unduly burden the various apparel industries or American in- 
dustry generally. 


3. It will not cause inflation or reduce employment. 

4. By stimulating purchasing power and consumer demand, it will revitalize 
industries such as ours that are still in the grip of a recession in business. 

5. It will strengthen an important pillar of the system of built-in controls 
which is our best hope for avoiding an economic depression and will, in fact, 
have a healthy cumulative impact on the entire economy of the country. 

Mr. Levy. I represent the National Coat and Suit Industry Recov- 
ery Board which includes approximately 1,700 employers in the 
women’s and children’s coat and suit industry. There are about 
60,000 manufacturing and about 14,000 or 15,000 nonmanufacturing 
employees who are engaged in this industry. 

Senator Doua.ias. These are not dresses, but coats and suits ? 

Mr. Levy. Yes,sir. These are women’s coats and suits. 

Senator Dove tas. It is the heavier type of garment. 

Mr. Levy. That is correct, Senator, women’s outerwear comparable, 
I suppose, to a man’s coat or a man’s suit as distinguished from a 
man’s shirt. 

Senator Doveias. What used to be termed in the old days “cloak 
and suit.” 

Mr. Levy. That is correct. 

There are approximately 14,000 nonmanufacturing employees en- 
gaged in the industry, and the industry is located in 12 major markets, 
New York, Boston, Philadelphia, Baltimore, Chicago, Cleveland, 
Kansas City, St. Louis, Los Angeles, San Francisco, Portland, and 
Seattle. 

In January 1954 the National Recovery Board had a national execu- 
tive board meeting, and at its annual meeting unanimously adopted a 
resolution urging the enactment of an amendment to the Fair Labor 
Standards Act to increase the ninimum wage from the then 75 cents 
to $1 an hour. The reasons which impelled the board to take that 
action over a year ago are even more cogent today, and as I get along 
in my statement, Senators, I think you will see why the problem has 
become accentuated. 

I follow these hearings, and it seems to me that many valid and 
irrefutable arguments have been made on economic grounds, on social 
grounds, and on moral grounds, for an increase in the minimum wage. 
‘These include the rise in the cost of living which, when adjusted to 
the lowest income groups, and if my memory serves me correctly, I 
shall quote the distinguished chairman of this subcommittee, whom 
I heard on a television program, and who fixed that figure at about 
20 percent. 

Senator Dovenas. May I say in this connection that I used a figure 
that had been submitted to me by Mr. Barkin and there has been some 
question raised about the accuracy of that figure since then. I have 
assumed that it was correct. There is now some question about that. 

If I were to appear on a television program at the present time, I 
would say that the increase has certainly been around 14 or 15 percent, 


and it may have gone up the added 5 percent for the low income groups. 
But that is not absolutely certain. 
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Mr. Levy. I think you made that clear on your program, Senator, 
in case you have any misgivings about it. I think you said the figure 
was 14 or 15 percent. 

However an adjustment had to be made for the lowest income groups 
in which the increase and the rise in the cost of living had been greater, 
and that approximately 20 percent. 1! shall say for the moment ap- 
proximately 20 percent and I shall be the authority for the statement. 

Senator Dovetas. I am a judge of that 20 percent, rather than an 
advocate of 20 percent. The chairman of the subcommittee should be 
like the three monkeys, seeing nothing, hearing nothing and saying 
nothing. 

Mr. Levy. Assuming then just for the purpose of this presentation, 
that 20 percent is more or less accurate, in itself this would justify and 
demand an increase to 90 cents an hour merely to restore to the wage 
earner the real cut in real wages he has taken as a result of the increased 
cost in living. 

In addition, of course, the productivity per man-hour in this country 
has risen 19 percent since 1949, and this, too, would justify an equiv- 
alent increase. 

For these and many other good reasons, we in the coat and suit in- 
dustry would support an amendment such as we have recommended. 
However, we have a specific reason and a very special reason, and the 
reason is that we are the coat and suit industry, and we are a very 
special kind of industry, and particularly vulnerable industry, and 
that is why, Senators, we urge, for purely selfish reasons, and in 
addition to the other reasons which have been forwarded here, the 
adoption and the enactment of this amendment. 

Our industry is small business, characteristically small business. It 
is one of the few areas, I think, in the U nited Sti ites where there have 
been no mergers, no consolidations. It is one of the few areas in 
the United States where no single firm, or no group of firms, dominates 
a market. 

The competition is intense ; the competition is fierce, with each manu- 
facturer continuously striving to give better and better values and 
better and better styles at lower and lower prices. 

We are a small-unit industry, too. The average complement of 
workers in our factory runs somewhere between 40 and 50, and it is 
an extremely mobile industry in the sense that it does not require a 
fixed-plant equipment and does not require any great investment of 
capital in order to enter it. 

Senator Doveias. Are the sewing machines rented or purchased ¢ 

Mr. Levy. I would say, Senator, that at present most of them are 
purchased. There was a time, “si ever, when the vast majority of the 
machines were rented. W hen I si y “pureh: ased,” I mean that through 
legal title vests in the owner, thers are liens and mortgages perhaps 
on the machinery as well. 

Senator Doverias. At least the manufacturers own them as much 
as the majority of Americans own the new cars they buy. 

Mr. Levy. I would say so, perhaps more. 

With a situation like this, with small industry, with low capital 
investments, with complete fluidity, with transferability of labor from 
one branch to another, with the fact that this industr y, this small in- 
dustry, deals with giants in the form of their buyers and sellers. The 
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none product is wool, wool fabric, which they buy from financially 
powerful woolen mills. Their principal customers are large retailers, 
some of whom individually do a larger volume of business than the 
entire industry put together. This is the character of the business. 

Now, you would think that an industry so competitive, so intense, 
would have all of the elements of chaos and destruction inherent in 
its very nature. 

Senator Doveuas. Fifty years ago it did have. 

Mr. Levy. And this is my next point, Senator, and 50 years ago 
at the turn of the century and for many years thereafter, this industry 
was stigmatized as the sweatshop industry of America. It was a 
national disgrace in the sense that public attention was called to the 
illness, the despair, the poverty, the bankruptcies, the general unholi- 
ness of this industry, both as to employer and as to worker. 

Out of this jungle there emerged a great American industry. 
There emerged an industry with the most exemplary labor-manage- 
ment relations. There emerged an industry which pays the highest 
hourly wage in all of the apparel industries, and an industry which 
was the first to initiate health and welfare programs, retirement bene- 
fits, pensions, and many years ago, Senator, you may recall, they even 
attempted a self-unemployment insurance program long prior to the 
enactment of the Federal statutes. 

This was not accident. As a matter of fact, a great colleague of 
you gentlemen was largely instrumental in helping the industry 
achieve this high level of labor-management relations, and this, of 
course is Senator Lehman, who first as Lieutenant Governor and then 
Governor of New York participated physically in the negotiations, 
days and nights, to help solve the critical problems of this industry, 
because of the great social pressures involved and the tremendous 
social background which the industry was historically equipped with. 

Now, for almost 30 years since 1926, there has never been a single 
strike, a single lockout, or a single cessation of production in this 
tndustry. This, I think, considering the origins and even not consid- 
ering the origins, is a standard for all American industry to shoot for. 

Paradoxically, Senator, it is because we are such a high-level indus- 
try and because our workers in New York, for example, earned $2.54 
an hour and our national wage as you pointed out, is $1.97 an hour, 
that we are the most vulnerable. We are the apex of this industrial 
pyramid, and it is to our interest to see that the base is sound and 
that there is no corrosion, and nothing infiltrates, so that these stand- 
ards which were achieved after so much hardship and so much diffi- 
culty, will be preserved. 

That is why we are supporting this amendment. Actually there are 
two reasons. First as a measure of protection for ourselves—I have 
already elaborated on that. 

Second, to raise the purchasing power of low-income groups so that 
they can buy our product as well as other products. 

I do not want to burden the committee now with statistics. In the 
memorandum which I filed I think everything I have said is very ade- 
quately substantiated. However, I would like to talk about one 
critical point, and this has to do with the effect on employment. 

So far as our industry is concerned, a survey which was made in 
1951 shows that only 2.3 percent of the factory workers receive less 
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than a dollar an hour. With the increase in wages since that time, 
this figure of 2.3 percent is even more trivial and negligible. 

Senator Doveéias. That is in coats and suits. 

Mr. Levy. Yes, sir; I am talking now only of coats and suits. Our 
nonmanufacturing employees, also, by and large, and probably to the 
same degree, receive more than $1 an hour. So as far as the coat and 
suit industry is concerned, there is no problem of unemployment by 
raising this minimum. 

So far as the national economy is concerned, as we pointed out, 
only 10 percent of the plant workers in this country receive less than $ $1 
an hour. We know from our experience in 1949 and 1950, when the 
minimum was raised from 410 to 75 cents an hour, that the country 
can well absorb such an increase and the report of the Bureau of 
Labor discloses that neither prices nor employment were appreciably 
affected by this increase. 

In conclusion, I would like to just point out that $1 an hour which 
we advocate, does not represent in any sense, Senators, a panacea for 
our industry. However, I cannot urge it strongly enough. It is a 
bulwark, it is a fortress, it is a bastion, however remote it may be from 
our standards, against retrogression to the kind of era which I have 
described to you. 

That is my statement. 

Senator Doveras. Thank you very much, Mr. Levy. 

Senator Attorr. May I inquire, have you seen anything at these 
hearings or elsewhere that would indicate we are going back to that 
era? I have not seen it. 

Mr. Levy. I know, Senator, you have no desire to go back to that 
era. I know none of use have any desire to go back to that era. But 
within my lifetime, Senator—perhaps I can demonstrate this by an 
incident which I recall very vividly blewuns I have been representing 
this industry for many years. 

I represented it in the bad period of the depression years, through 
the New Deal period, and in 1937 there was a WPA project. And 19: 37 
is only 18 years ago. There was a WPA project which distributed 
clothing, which was purchased from our manufacturers, and the men’s 
clothing people and from all apparel sources, which distributed cloth. 
ing throughout various parts of the United States as part of this 
WPA project. 

They filed a report, which was filed with the United States Senate, 
and this was revealed in this report, that there were areas in the 
United States, Senator, where adults had never in their lives owned a 
new article of clothing—grownup people who at no stage in their 
lives had ever known anything but a hand-me-down or a secondhand 
garment of some kind or another. 

Certainly we don’t want to go back to that. 

Senator Atiorr. I am referring primarily to your statement about 
the chaos. You do not mean to say or imply that there is any tendency 
at the moment to go back to the chaos which existed in your industry 
at the turn of the century. 

Mr. Levy. I pray not, and I am certain there is not. 

Senator Atiorr. You have stated that vou are interested in this and 
assigned 2 supporting things: 1 is it would not affect more than 1 to 
2 percent of your industry employeewise. So therefore you are in 
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effect recommended in an interested manner something which will 
cost you nothing, but which might expect to accrue to your benefit. 

Mr. Levy. I think, Senator, 1 made my position on that quite clear. 
I said that there were many more economic advantages and social 
reasons for advocating this increase. I reviewed one or two of them. 
But then I went specially to the clock and suit industry and I said for 
purely selfish reasons as an industry we advocate this minimum. 

Senator Atvorr. And you have referred, sir, and I am not trying to 
badger you, you understand that—but I regard it as my duty to point 
questions also which will bring out other phases of this thing. 

You represent a manufacturing industry and you referred to it 
2 or 3 times in your statement. Have you ever taken into considera- 
tion that it is also the responsibility of this subcommittee, which the 
able chairman handles so well, to consider the effect that any minimum 
wage will have upon industries which are not manufacturing indus- 
tries and which even by comparison your industry may be a mammoth 
industry ? 

Mr. Levy. I have considered that, Senator. I consider it in this 
respect, that when we find that the total payroll in this Nation, the 
total number of covered employees—the total payroll becomes in infini- 
tesimal fraction by comparison—but so far as the total number of 
employees, plant workers, in this country are concerned that about 10 
percent of them receive less than $1 an hour. 

Senator Atiorr. You get back to plant workers again. I would 
not quarrel with you a moment. I think you have made a very able 
statement. 

But also there are millions of workers in this country who are not 
plant workers. 

Senator Doveias. You have not primarily addressed yourself to the 
question of coverage, have you? 

Mr. Levy. No, sir, I have not. 

Mr. Dougias. You have not expressed an opinion as to whether 
retail trades should or should not be included ? 

Mr. Levy. Frankly, Senator, and you know, of course, I am express- 
ing a purely personal viewpoint and I don’t speak for any organiza- 
tion. I personally would like to see the coverage extended to every 
possible worker engaged directly or indirectly in interstate commerce. 
T would like to see the coverage extended so that everybody, every 
possible person within our law and within our Constitution, was 
covered by this type of legislation. 

Senator Atiorr. Now, sir, you have expressed a wish which is 
based, I am sure on humanitarian grounds. But have you gone into 
facts which if substantiated from an economic standpoint would not 
be actually increasing unemployment 1 in the country. 

Mr. Levy. I would certainly, Senator, not wish for any action on the 
part of the United States Senate which would increase unemploy- 
ment in this country. 

Senator Arxorr. You understand what I am talking about? 

Mr. Levy. Very clearly. I take it, Senator, you feel there are 
certain industries and there are covered employees who, if the wage 
were increased to $1 an hour or something above 75 cents, might con- 
ceivably lose their employment because, first, the industries are mar- 
ginal industries, and second, because the employees are in a sense 
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marginal employees, and that as a result of the increase, these people 
might lose their employment. 

Is that a fair statement ? 

Senator At.vorr. I do not like the word “marginal,” but I think we 
understand each other. 

Mr. Levy. By marginal, within the framework of my definition, I 
mean that if an increase were imposed or an increase were enacted, 
these people would have to leave the industry. 

Senator, I have not examined this situation as thoroughly as many 
economists, and I certainly have not examined the situation as care- 
fully as the members of this committee. 

I will say this, though, [have a very firm recollection, however, that 
when—and of course we can treat this only historically again— 
that when the minimum wage was increased from 40 cents to 75 cents, 
the only industry adversely affected in any marked degree was the 
oyster-canning industry. Frankly, I do not know very much about 
the oyster-canning industry. 

I do not know the impact it has on our total national economy. My 
guess would be that it is relatively slight. 

If we take this as a historic background, I think we are safe in 
assuming that the ingenuity, the great sroduc tive capacity, the 
tremendous drive of this countr y, and all of its industries, can easily 
afford the $1 an hour. 

The marginal industries in the sense we have defined them, I 
sincerely don’t know about. If I knew about them, Senator, | would 
tell you. My recollection is, as I say, the only industry adversely’ 
affected was the oyster-canning industry. 

Senator Atxorr. I think the Secretary of Labor testified as to the 
effect it would have on these so-called marginal industries. I bring 
that out because I think it certainly is a definite responsibility of the 
Members of this committee that any minimum wage set would not have 
a demoralizing effect on a significant sector of our economy. 

Thank you, sir. LIappreciate your comments. 

Senator Doveras. Thank you very much, Mr. Levy. 

Is Mr. Schuman, the president of the San Francisco Coat & Suit 
Manufacturers Association, here ¢ 


STATEMENT OF ADOLPH P. SCHUMAN, PRESIDENT, SAN FRANCISCO 
COAT & SUIT MANUFACTURERS ASSOCIATION 


Mr. Scuuman. My apologies, sir, for not having a prepared state- 
ment. I got the telegram yesterday morning. It chased me around 
the country. 

IL am glad I do not have one, though, because the Senator from 
Colorado brought up something quite close to my heart as well as 
his—the older workers. Let me give a bit of my background so you 
can have an idea of my experience with them. 

As well as being president of my group, I am president of the Lilli 
Ann Corp. We are the largest manufacturers of better coats and 
cuits in the world, and we are in San Francisco. We think we are 
designers, too. For the benefit of my attorney—who is my own at- 
torney as well as the attorney for the national association—our invest- 
nent per machine in San Francisco per worker is $7,250 per individual, 
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and these are not rented machines. This is the highest investment of 
any group that I know of per worker. 

We have in my shop a little less than 1,000 employees. So we are 
not pleading either being too small or being too large. But we did 
have a tremendously interesting experience with the older workers. 
Incidentally, I am one of that 2 percent that pays under $1—that is 
true of my whole group—because we had to train our people from the 
street. We ran out of workers. I am speaking of the entire town. 

Our business is the fastest growing coat and suit center in the world, 
and we have tripled in 8 years. We ran out of help. So we had an 
apprentice clause which had a 75-cent-an-hour minimum clause in it 
with the union. We voluntarily gave this up some 3 years ago and 
went to $1 minimum, which recently went to $1.10, despite the fact 
that our contract covered us, because of the fact that we found that 
having workers who were unable to eat in San Francisco, which has 
quite a high cost of living, was bad. I think it is equal, unfortunately, 
with Washington, D.C. 

Senator Dovetas. It has always been a very high wage center, too. 

Mr. Scuuman. That is right. We found our workers were so un- 
happy not being able to eat that it was economically a bad thing. 
This does not make much difference to the picture. 

But to get to these older people, we had in our town about 23 per- 
cent of people over 55 and about 10 percent over 65. We did not have 
at that time, nor do we at this time, an old-age plan in effect, although 
we will sometime next year. It is in effect, but we have not got the 
necessary cash reserves. 

So 5 years ago we agreed among ourselves to take the same per- 
centage of older workers. In other words, as an employer of 1,000 
people, I would have 96 as my allotment of people over 62 in my 
employ. 

I thought I was doing everybody a heck of a favor. I wound up 
with quite the reverse. Statistics on this are just unbelievable and I 
cannot give them too much emphasis. Our productivity increases 
over the age of 55—to use your range—or over the age of 52, which 
was the base age of our statistics, 7 times the people under the age 
of 33. 

Senator Doveras. You give hope to some of us. 

Mr. Scuuman. I gave hope to myself, as I say. I do not want to 
bring this into an advertising field, but I think anybody in this room 
in business will tell you that we run at least as successful a coat and 
suit organization as has ever been conceived in the world, and it has 
been as a result of these people. 

We did, however, take into consideration certain peculiarities and 
we found that whatever speed they may have thought they lost in 
their hands, they more than made up in their heads—to extent that 
we have reached a peculiar situation with regard to the old-age pension 
plan which retires them at 65 when it goes into effect. We are trying 
to get special dispensation from the union not to retire certain key 
employees at the age of 65 or over, whom we cannot afford to let go. 

We just simply took people that we felt were slowing down in their 
hands, but whose heads developed better and better, and were able 
to place them in spots where they were able to impart their know]- 
edge to a new generation. 
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But I am not ducking the issue here. Even when they continued 
to work with their hands, we still were able to get a higher and higher 
productivity. 1 want to answer that one. 

Now I will go to the textile industry. I had been asked by Mr. 
Ames Stephens at one time to look into the textile industry—at that 
time Mr. White was president of the American Woolen Co.—to see 
if 1 could help them solve some of their problems in design. The 
reason they salesied me was that I wor ked with the Stassen people 
and represented my city in going to France for the woolen mille sev- 
eral years ago. Your records, I think upstairs, will show you that we 
went in to take up the problems of France and bring them up to the 
benefits of northern Seah which was doing very weil. 

We came out backward. We found that France did very well and 
northern Italy, into which the American Government had reputedly 
invested large sums of money in an attempt to restore their industry, 
and where they had some of the finest machines in the world today, 
had stopped. In northern France they were working three shifts 
with practically no machines, but with skilled hands. 

My San Francisco group worked out a mutual exchange of fabrics 
with them. But the point that I am trying to make is that the skilled 
worker was more valuable than the skilled machine, and there again 
it Was a question of age. But the problem will not be solved by the 
cheaper wages. 

To give you an idea in textiles, if a man makes $1.50 an hour or 
$1.40 an hour, it is so minute per yard that if the skill or his morale 
is a little higher—and this is where my elderly people are tremendous, 
because the morale is so high and they are so encouraged and they 
are so experienced—their spoilage is nothing. 

Maybe they turn out 6 percent less—although I am not even willing 
to concede that much—than a younger person. But the amount of 
repairs is not there, to the point that I just do not feel that it is a point. 

i will tell you how far we carried it. I am going to give you an 
extreme example—I admit it is an extreme example: I have a woman 
working with me of my 1,000 employees. I am particularly fond of 
her. She fought me when I was 22 years old 20 years ago, when I 
had 3 machines in a basement in Chinatown. We have a real China- 
town in San Francisco. I had my own unskilled wages. 

She got to be very much older and she worked with me for 20 years. 
When she got to be an age where she should have retired—she is over 
72—she had problems at home, being alone, and we did not retire her; 
but my foreman instructed her and a few others that they must not 
push. In other words, there were to be no production charts. So we 
have never taken any production charts. 

Once a year I go through the production records of all my people 
just to keep myself in touch with them. The other day I found out 
that we really did her a fine favor. She is up 17.5 percent and she 
deserved a raise a year and a half ago and has not gotten it. She has 
gotten it now. 

These things can be verified. I am only saying this one thing. As 
far as my statement from my group is concerned, we are in favor of 
the $1. Every good argument that can be extended for the $1 I think 
has already been extended. We havea selfish viewpoint because of our 
cost of living. 
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I recognize very much the viewpoint of the Senator from Colorado 
about the cost of living being entirely different in my town from a 
little town in the Deep South. I do not know how to solve it. I can 
only tell the Senator that in my district we not only cover San Fran- 
cisco but all the little towns, too. We have some little towns where 
the cost of living is 30 percent lower than in San Francisco. We have 
seen manufacturers attempt to set up plants there, but they seem to 
come out with the same cost. I do not know. I know it is a problem. 
I recognize it as a problem. 

I recognize that I am not capable of talking about many problems, 
but I am capable of talking about these old people. Of course there 
are exceptions, but I will guarantee that if you get 1,000 people of 65 
years and older, they will make up in their heads what they may have 
lost in their hands. 

Senator Doveras. Mr. Schuman, I am sure there are a number of 
older Senators who will request your services in the next election. 

Senator Atiorr. Although I have never had any way to prove it— 
not being in the manufacturing business or anything like that—the 
steadied emotions and the good commonsense of these people could 
outweigh a great many other factors. The statement I make concern- 
ing the effect of the too high minimum wage I think would be true if 
the ordinary concept of aging persons that is being kicked around this 
country today is adopted. 

Certainly as it applies to your situation and the people who have 
found they can make better use of these aging people, it is not true and 
I will agree to it. 

Mr. Scuuman. I would agree with that, Senator. It is a problem. 

Senator Atxorr. Thank you very much. 

I will say that when I get to be 72, I will come out and apply for a 
job. I do want to say this, Mr. Schuman. You will note that I left 
the room a few minutes ago. I went out then to talk with a man who 
is very prominent in vocational training in this particular field in Colo- 
rado by the name of Mr. Ernest Comstock. He is vitally interested in 
it, as I have been. 

The thing that is encouraging to me about it is that you have literally 
come in and spit in the tiger’s mouth today about the ordinary concept 
the people seem to be getting nowadays that when you are 55 you are 
through. 

Thank you very much, sir. 

Senator Doveras. I understand Mr. Sandhaus has a very brief 
statement to make. 


STATEMENT OF SAMUEL SANDHAUS, PRESIDENT, MERCHANTS 
LADIES GARMENT ASSOCIATION, INC. 


Mr. Sanpuavs. My name is Samuel Sandhaus. I am president of 
the firm of Craftshire Sportswear, Inc., 265 West 37th Street, New 
York City, manufacturers of women’s and misses coats and suits. 

I am also president of the Merchants Ladies Garment Association, 
Inc., 225 West 34th Street, New York City. 

This is a trade association composed of more than 200 manufacturers 
of women’s and misses coats and suits with an annual volume of busi- 
ness in excess of $200 million a year wholesale which is over $350 mil- 
lion at retail prices. . 
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The members of this association are in contractual relations with the 
International Ladies Garment Workers’ Union and together with two 
other trade associations operating under similar agreements, we em- 
ploy a labor force of some 50,000 workers located in the metropolitan 
area of New York City, which includes nearby localities in New 
Jersey and Connecticut as well as New York State. 

Like many other branches of the soft-goods industries, the coat and 
suit industry has been experiencing difficult and disappointing times. 
The last really good year we enjoyed was in 1948, the year that the 
New ‘Look caught the fancy of the women of this country and stimu- 
lated the demand for new apparel. 

Since then, season after season and year after year has seen a decline 
in our industry. For manufacturers it has been a time of dwindling 

rofits and a great increase in our industry’s already high rate of 

usiness mortality. 

For the workers it has been a period of reduced earnings, and of 
unemployment that has increased to a point where it is a matter of 
grave concern. 

In this period of rising prices our prices remained relatively stable. 
Indeed, wherever possible we reduced prices in order to stimulate 
business. 

Under such conditions it would be expected that manufacturers 
would endeavor to seek reductions in their labor costs, as well as in 
all their other costs. In fact, direct labor is the largest single item 
of manufacturing cost for a large proportion of the products of our 
industry. 

Nevertheless, I am here to urge ee you an increase in the mini- 
mum wage provided for in the Fair Labor Standards Act. As a busi- 
nessman, and on behalf of the other businessmen who are members of 
the trade organizations that I represent, I urge that the minimum wage 
be set at not less than $1 per hour. 

We take this position in the conviction that it will help to stabilize 
our distressed industry, without imposing any additional burden upon 
the consumers, the economy, or the people of this country. 

Our reasoning is based on two principal arguments: First, a mini- 
mum wage of $1 an hour will help the established producers of well 
over 90 percent of the coats and suits made in this country to resist 
the inroads of the substantial producers who are seeking to take ad- 
vantage of the distressed condition of our industry. 

Second, by raising the incomes of the lowest stratum of workers in 
this country it will add hundreds of thousands of consumers to the 
market for coats and suits and all other consumer goods. 

As to the first point, I wish to make crystal clear that well over 90 
percent of the production of coats and suits in this country is con- 
trolled by producers who now pay minimum wages well above the $1 
rate we advocate. These same producers observe the fair-labor stand- 
ards that have made the coat and suit industry notable as a pioneer 
in collective bargaining; in self-policing to abolish the notorious 
sweatshop that flourished half a century ago; in establishing an in- 
dustrywide system of unemployment insurance a decade before this 
was enacted by Federal legislation; in establishing an industrywide 
retirement pension system; in setting models for the arbitration and 
adjudication of industrial disputes and grievances nearly a quarter 
century before the National Labor Relations Act of 1937. 
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Conditions of unemployment and distress among workers and manu- 
facturers in the industry have opened the door to a minority of sub- 
standard, unethical, and irresponsible producers. They are under- 
mining the standards that represent the accomplishments of over 40 
years of collective bargaining. 

The $1-an-hour-minimum wage would help serve as an effective 
deterrent to such people. They can exist only by exploiting the 
unemployed in our industry, by reviving the conditions of the sweat- 
shop that our industry strived so hard to eliminate. Under ordinary 
conditions they could not gain a foothold. Workers would not 
tolerate the conditions they offer, retailers would fear to do busi- 
ness with these unethical fly-by-nights, and consumers would spurn 
their shoddy merchandise. 

But these are not ordinary conditions, and the manufacturers 
and workers in our industry look to this proposal of an increased 
minimum for help in maintaining our standards of offering to the 
consumer attractive apparel of reliable quality at fair and reasonable 
prices. 

Our second point is simply that by raising the wage levels of the 
lowest stratum of the Nation’s workers, the market for apparel and 
all other types of consumer goods would be increased by the hun- 
dreds of thousands. Under present conditions our industry is most 
urgently in need of market improvement. 

A few years ago the Bureau of Labor Statistics of the United 
States Department of Labor made a most enlightening study of the 
standard budget of a worker’s family in typical large cities. What 
it showed about the purchases of our products was particularly star- 
tling to those who have taken pride in the fact that the American 
woman is the best dressed woman in the world, that the garments 
offered to her are attractively styled, of good quality, adapted to 
every kind of climatic condition in this vast country, suitable for 
every use and occasion typical of our American way of life, and 
available at prices to fit every purse and pocketbook. 

What it showed was that a worker’s wife purchased an untrimmed 
wool coat for winter once in 8 years, a light spring coat once in 4 
years, and a suit once in 9 years. 

Surely we are not asking too much if we ask that the substandard 
workers in this country be brought up to a point where they, too, 
might enjoy these simple necessities of life at the extremely modest 
and frugal rate shown by these averages. 

Senator Doveras. Thank you very much. We are going to resume 
the hearings on Monday morning, and we are going to hear primarily 
representatives of certain State governments, notably Mr. Lubin, 
the industrial commissioner of New York City. We have also in- 
vited witnesses from Utah and Wisconsin State governments, but 
have received no answer from them as yet. 

Tt is also possible that representatives of farm organizations will 
appear. 

If additional statements from clothing manufacturers are received, 
they will appear at this point in the record. 
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(The material referred to above follows :) 


Tue NATIONAL ASSOCIATION OF HoUse Deess MANUFACTURERS, 
New York, N. Y., May 26, 1955. 
Re statement of the position of the daytime dress manufacturing industry of 
the United States re proposed amendments to the Fair Labor Standards Act. 
Hon, Paut H, DovuGLas, 
Chairman of Subcommittee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 

Dear Senator Doveias: This association represents the leading manufac- 
turers of daytime dresses, this industry being one of the oldest in the garment 
field in the United States. The manufacturers operate throughout the country, 
and are not concentrated in any particular area, as distinguished from the gar- 
ment industry of New York City. 

This industry today manufactures all types of women’s dresses which are sold 
under nationally famous brands similar to such brands as Arrow, and Manhat- 
tan in the men’s shirt field. Stated as above, our producers operate through- 
out the United States, principally in smaller communities. Many of them have 
had contractual labor relations with women’s garment union of the American 
Federation of Labor for a great number of years. 

As we understand it, the principal concern at this moment of your committee 
is the matter of increasing the minimum wage upwards from 75 cents per hour. 
In this connection, we have been apprised of statements and comments made 
before your committee emanating from labor organizations, employers’ organi- 
zations, and other interested groups. Our particular attention was directed to 
recent statements made by representatives of the New York City women’s dress 
industry, in which they urged the adoption of a minimam of $1 per hour. Ina 
memorandum which was submitted to your committee, the spokesman of the 
industry cited figures which he claimed supported their conclusion that a higher 
minimum was necessary in order to protect the New York City garment indus- 
try. The main argument of the New York City group was that the out-of-town 
industries were operating at lower wage costs and were enjoying an unfair com- 
petitive advantage, to the detriment of the New York City dress industry. 

It will not be possible, within the confines of this letter, to go into the details of 
the economics involved in the alleged conflict between the out-of-town and the big- 
city divisions of the garment industry. We believe it will be sufficient for us to 
point out merely that the industries which have operated in the needle trades in 
the smaller communities throughout the United States are drying up, and the 
economie stability at this time in the needle-trades industry will be found in the 
larger cities. A comparison of average earnings or weekly take-home pay in 
no way discloses competitive advantages or disadvantages. Since this industry 
is principally a piece-rate industry, the skill and the speed of workers would 
clearly control the amount of earnings, and therefore the amount of weekly earn- 
ings or hourly earnings would not reflect direct labor costs of the manufacturer. 

The great problem facing the small industries in the smaller communities today 
is the problem of availability of skilled labor. In the garment centers in which 
our manufacturers work there are no pools of skilled labor. In most instances, 
the producer must take most of the applicants who apply without regard to their 
particular capabilities, and train them for their tasks. The cost of training has 
become prohibitive, even under the 75-cent rate, and any further increases in the 
minimum would only increase the burden to those who operate in the smaller 
areas. 

We believe that this problem covers not only the manufacturer in the needle 
trades in smaller towns, but other industries operating in communities where 
there is an adequate labor supply. 

Those who advocate higher minimums are, in essence, saying that there is no 
justification for the operation of the industries in the smaller communities. 
Such a position, of course, would revolutionize whole sections of American in- 
dustry, and would bring about results contrary to that intended by increasing 
the minimum. 

What is strikingly difficult to understand is the conflict between the statements 
made to us by the labor leaders in the local areas and the official position of the 
international union before Congress. The local labor leaders, understanding the 
plight of the manufacturers, who are required to guarantee minimum wages for 
months at a time until the particular worker gets enough productivity to be able 
to earn the minimum and more, and who understand the problems of the out-of- 
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town producers, can give no rational explanation for the position of their interna- 
tional leaders asking for $1 and $1.25 minimums, when they know that this would 
spell the end of the smaller plants. They indicate either that these recommenda- 
tions are not seriously made, and are required as a matter of union politics, and 
that this fact is understood by the committees of the Congress, and will not be 
given serious consideration. We do not know what the leaders of the Congress 
believe with regard to an increase in Federal minimum wage, but as a representa- 
tive of an important division of the trade, I can indicate clearly that the results 
of a sharp increase in Federal minimum suddenly introduced would be disastrous. 
It must be remembered that our industry pays piece rates which return to the 
average workers earnings far in excess of the present Federal minimum, Still, 
such a great number of unskilled workers have to be guaranteed the Federal 
minimum, and to be made up in pay, that the problem is not one of the adequacy 
of the piece rates, since they have, in most instances, been established through 
collective bargaining with labor organizations, but the problem of guaranteeing 
substandard and inefficient workers. 

Our organization is of the opinion that the only possible way in which we could 
absorb increases in minimum and still remain in business would be to introduce 
these increases gradually, as was done in the early days of Federal minimum 
wage law. In this way the manufacturers could undertake more rigorous train- 
ing programs and attempt to find ways and means to absorb the increased costs 
which the minimums would produce. We suggest, for example, that the first rate 
be fixed at 80 cents for the first year, 85 cents for the second year, and the maxi- 
mum of 90 cents for the third. We urge that this proposition be given serious 
consideration and that the problem of the hundreds of smaller plants and smaller 
communities be not brushed aside. 

Frequently, it has been stated that the proposal for increasing the minimum 
wage is directed against the Southern manufacturers, who generally pay lower 
wages, and are in large number unorganized. This is not true in the needle 
trades. In the organized divisions of the needle trades, even in the North, there 
are hundreds of plants in smaller communities which would have to shut down if 
a minimum wage of 90 cents were suddently introduced ; and, moreover, most of 
these plants are under labor-union contract. 

The problem is one of the unavailability of pools of skilled labor, and the cost 
of training and retraining, and the low level of productivity. We believe it not 
the intention of Congress, under the guise of improving minimum wage condi- 
tions, to take away industries from hundreds of communities where they have 
existed for upward of 50 years, and transfer them to large cities and other places 
throughout the country. 

If your committee desires further information on this subject, or wishes to 
speak to any of our factory people, we would welcome word from you at once. 

Respectfully submitted. 


ERWIN FeL_pMAN, Director-Counsel. 
Senator Dove.as. We will recess until Monday morning. 


(Whereupon, at 12:31 p. m., the committee adjourned, to reconvene 
at 10 a. m., Monday, May 9, 1955.) 
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MONDAY, MAY 9, 1955 


Unirep States Senate, 
ComMirrer ON Lapor AND Pusiic WeLrarr, 
SUBCOMMITTEE ON Lapor, 
Washington, dD. c’. 

The subcommittee met, pursuant to adjournment, at 10:05 a. m., in 
room P-63, United States Capitol, Senator Paul H. Douglas (chair 
man) presiding. 

Present: Senator Douglas. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members, and Dr. Fred H. Blum, consultant. 

Senator Doveias. The subcommittee will come to order. 

The subcommittee had planned to set aside this morning’s hearing 
for testimony from representatives of several State governments and 
had sent invitations to the following: Mr. Isador Lubin, industrial 
commissioner, State of New York: Mr. Ernest B. Webb, director, De 
partment of Industrial Relations, State of California; Mr. Otto A. 
Wiesley, chairman of the Industrial Commission, State of Utah; and 
Mr. V. Wrabetz, chairman, Industrial Commission, State of Wisconsin. 

We notice that in three of these States there are Republican gov- 
ernors and in one State a Democratic governor. The subcommittee 
has received a telegram from Mr. W ebb of California, re: ding, “Itiner 
ary will not permit attendance at hearings May 9.” Mr. W iesley of 
Utah also advises he cannot appear. We wish to thank Mr. Webb 
of California and Mr. Wiesley for their courtesy. 

We have not had a reply from Mr. Wrabetz of the State of Wis- 
consin. 

We are, however, fortunate in having with us this morning Mr. 
Isador Lubin of New York State. In order to hear two witnesses 
representing public organizations who will not be able to ——— 
tomorrow or later in the week, we have also arranged for Msgr. George 
Higgins of the National Catholic Welfare ¢ ‘onference, and Mr. James 
Patton, president of the National Farmers Union, to appear at this 
morning’s session. 

Mr. Patton. 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL 
FARMERS UNION 


Mr. Parron. Mr. Chairman, my name is James G. Patton. I am 
president of the National Farmers Union of the United States. My 
residence is at Denver, Colo. 
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National Farmers Union, the Nation's fastest growing farm organ- 
ization, urges enactment of legislation to increase the minimum wage 
law to $1.25 an hour. 

We further urge that the minimum wage law be extended in order 
to afford protection to approximately 614 million workers who are not 
now covered. However, we suggest that two separate bills, one rais- 
ing the minimum wage law, and one extending the law’s coverage, be 
prepared by this committee for the Senate’s consideration. 

Let me make this one point clear at the outset, Mr. Chairman. Na- 
tional Farmers Union considers this particular legislation as vital to 
the welfare of its farm family members as any agricultural bill which 
will be considered by Congress this year. 

The economic welfare of farmers and city people are completely in- 
terwoven. Our efforts to obtain a higher minimum wage will be as 
great as our efforts to obtain much-needed improvements in the farm- 
Es cenner law. 

It has been almost 6 years since Congress made the last change in 
the minimum wage level, and even in 1949, when the present 75-cent 
minimum level was passed by Congress as a compromise, it was called 
inadequate by many Members of Congress, including the House Com- 
mittee on Education and Labor. Changes in our economy since that 
time have resulted in the 75-cent minimum wage level becoming 
grossly inadequate and obsolete, both in amount and in coverage. 

Major American industries have raised wages 5 times since Janu- 
ary 1950, when the 75-cent minimum wages became effective. The 
total of these increases varies from 38.5 cents to 52.5 cents on basic 
wages. Moreover, workers in these industries have gained advances 
in fringe benefits in addition to the increases in the basic wage. 

There are in this Nation of ours children who are underfed and ill 
clothed. There are homes with inadequate furnishings and substand- 
ard construction. There are persons unable to afford adequate medi- 
cal care, and there are persons whose children are in grave danger 
of being added to the growing list of juvenile delinquents. 

These are reasons why your subcommittee should take action to raise 
the minimum wage level to $1.25 an hour and expand its coverage of 
workers as quickly as possible. 

Secretary of Labor Mitchell told the CIO convention in 1953 that 
he favored an increase in the legal minimum wage. But he didn’t 
say then how much of an increase he favored. If there was any doubt 
then as to whether he favored $1.25 per hour, it has been dispelled. 

Apparently, under the pressure of big-business influences, Secretary 
Mitchell found it extremely difficult to get approval or permission 
even for the meager 90-cent minimum supported by the administra- 
tion. Even so, Secretary Mitchell appears to be somewhat more 
sympathetic to the needs of labor than Secretary of Agriculture 
Benson is to the needs of farmers. 

Secretary Benson, as you know, has successfully reduced farmers’ 
minimum protection from 90 percent of parity to 75 percent and 
below. The truth of it, of course, is that the Eisenhower sliding-scale 
philosophy with which we farmers have become so agonizingly 
familiar from firsthand experience has been applied not only to farm- 
ers, but to all working people, including small business, the profes- 
sions, and white-collar workers. The recommendation for a minimum 
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wage of only 90 cents per hour is just another example of the “trickle 
down” theory of the big business mind in action. 

Business organizations testified before your subcommittee on April 
29, 1955. They said proposals to extend coverage of the minimum- 
wage law are “unnecessary” since “employers generally recognize the 
importance of paying good wages.” 

‘he statement is obviously fallecious. If their statement were made 
in good faith, they should not object to putting the protection into 
the law. The United States Department of Labor, in releases to the 
press for the week of May 2, 1955, stated the following: 

As a result of Labor Department investigations last year, employers volun- 
tarily agreed to pay $6,485,545 in back wages to 85,049 workers. The money was 
due under the provisions of the Federal Fair Labor Standards Act and the Walsh- 
Healey Public Contracts Act. 

This contradiction of Secretary of Labor Mitchell’s press release by 
one of the prime proponents of the “trickle down” theory must, indeed, 
be irksome to the Labor Secretary. Possibly similar experiences en- 
countered by Labor Secretary Durkin accounted for his untimely 
resignation. 

National Farmers Union is vitally concerned over rapidly falling 
farm income, and we welcome the support of labor organizations to 
restore a firm, adequate program of price supports under Secretary 
of Agriculture Benson. 

Unfortunately for its members, as well as for the rest of the Nation, 
the American Farm Bureau Federation has opposed any raise in the 
minimum wage law, and also has vigorously protested its extension 
to other workers. I cannot believe that its officials are representing 
the best interests of Farm Bureau members. I know they are not 
representing the best interests of the Nation. 

Parenthetically, I wish here to state that passage last week by the 
House of H. R. 12, repealing sliding-scale farm price supports, is in 
large measure due to the support and friendly backing given us by 
labor organizations and by Congressmen elected from city districts. 
This was a practical demonstration that farmer-labor cooperation 
can operate to the benefit of all working people. But we must remem- 
ber that cooperation is a two-way street. 

We are just as concerned by the reluctance of Labor Secretary 
Mitchell and the administration to support a realistic increase in the 
minimum wage level as we are by the sliding-scale philosophy of 
Secretary of Agriculture Benson. 

The minimum-wage level recommended by President Eisenhower 
and Secretary of Labor Mitchell is grossly unrealistic and out of step 
with present-day living costs. It still amounts to slow starvation for 
the unfortunate families whose income is set at the minimum. 

The administration proposal would raise the wages of only 5.1 per- 
cent of covered workers. Actually, all too few workers covered by 
the law would receive increased wages if the minimum were set at 
$1.25. Only 20 percent would benefit. 

We have seen farm prices tumble under the unsympathetic adminis- 
tration of President Eisenhower and Secretary of Agriculture Benson 
and their sliding-scale doctrine. 

When President Eisenhower was elected, the farm parity ratio stood 
at 100; today it is down to 87 percent. Farmers’ realized net income 
in 1952 stood at $13.6 billion; for 1954, it was down to $12 billion. 
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Senator Doveias. Do you anticipate a further decrease this year‘ 

Mr. Parron. Yes, I do, Senator. 

Secretary of Agriculture Benson and Secretary of Labor Mitchel! 
ought to be fully cognizant by now of the need for realistic price sup- 
port and minimum-wage legislation. Possibly they share the erro- 
neous behalf, as stated by “trickle-down theory” spokesmen, that all 
employers “recognize the importance of paying good wages” and that 
the middlemen who purchase our farm produce recognize the impor- 
tance of paying 90 and 100 percent of parity prices. 

National Farmers Union played an important role in the enactment 
of the Employment Act of 1946, We were one of its early sponsors 
because we recognized the need for legislation designed to stimulate 
increased consumption of food, to promote the production of goods, 
to expand use of services of one kind and another, and to lend encour- 
agement to an era of abundance, 

We should not lose sight now of the need for living up to the provi- 
sions of the Employment Act of 1946. We are lagging behind its 
noteworthy objective of full employment. While we are repeatedly 
assured of prosperity today by administration spokesmen, unemploy- 
ment is in excess of 3 million. 

A minimum wage level of $1.25 will add an estimated $2 billion to 
the annual rate of personal incomes by the fourth quarter of 1955. 
Coverage of workers now excluded could add up to an additional $1 
billion. A $3-billion increase in United States purchasing power 
would, of course, reduce unemployment, not add to it. 

The low-income families who will be affected spend a relatively 
larger share of their incomes. This would mean a boost in purchasing 
power which would create additional jobs. Most low-income workers 
are forced to spend all they can earn to keep body and soul together, 
yet one of the chief fears of the Secretary of Labor is that increasing 
the minimum-wage level will curtail employment. 

Each dollar added to the incomes of underpaid, low-income families 
does more to expand the economy, alleviate unemployment, and in- 
crease purchasing power where it is needed most, than a dollar added 
or spent elsewhere. 

Greater purchasing power distributed throughout the low-income 
consumers will result 1n improved health, greater productivity and 
consumption, and a better outlook and morale. These are needs which 
must be met if we are to advance our rate of economic growth in step 
with technological advancement. 

If by the remotest possibility there should occur, or threaten to 
occur, undue hardship to any particular business or industry, the law 
is flexible enough to permit administrative leeway where needed. 

The most painful fact facing us today is that unemployment is far 
too high by any standard which United States citizens will accept. 
The recent and widely publicized business upturn has not solved the 
unemployment problem. Furthermore, the so-called business upturn 
has not yet given satisfactory signs of endurance, nor made any great 
headway. Wecan no longer pin our hopes for an expanding economy 
of abundance on the coming of spring. 

Business activity seems to have gotten a shot in the arm by increased 
automobile production. From all outward appearances, however, this 
is a temporary spurt which could end just as abruptly as it began. 
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We are most certainly not in high gear on the hard road of economic 
expansion and full employment; we are in low gear on the soft road 
of an economic stalemate and hard-core unemployment. 

Senator Doveias. You are not afraid of being called a prophet 
of gloom and doom, Mr. Patton ¢ 

Mr. Patron. Not one bit. I think you ought to be realistic about 
these things, Mr. Chairman. 

In 1954, as usual in an era of unemployment, we find farmers and 
labor hard hit. While the same people are not involved, there is a 
kind of merry-go-round between industry and farming that gets to 
revolving at full speed when we have unemployment. 

Hard-pressed labor looks to the farm when unemployment strikes. 
Farmers, suffering from a serious income decline brought about by 
Secretary Benson’s sliding scale, received advice from Assistant Sec- 
retary of Agriculture Butz to look for city work instead of trying 
to add to the so-called agricultural surplus, and Secretary Wilson, 
you will recall, suggested that unemployed automobile workers could 
“go back to the hills they came from.’ 

One might get the idea or impression that farmers and laborers 
didn’t get the full implication of this merry-go-round.” That is not 
true; enough workers met farmers in town looking for employment 
and enough farmers met workers in the country looking for employ- 
ment to understand the situation. Is it any wonder that there is a 
growing understanding and material concern evidenced between 
farmers and laborers? 

Very definitely, farmers are becoming increasingly aware of the 

olitical, legislative, and economic interest they share with workers. 
Scene the viscous and deliberate campaign of opponents of price- 
support and minimum-wage legislation to split asunder workers and 
farmers, they have failed, as last week’s House vote on H. R. 12 so 
dramatically demonstrated. 

Over a period in our history, this divide-and-conquer technique met 
with limited success; but in this enlightened age of truly representa- 
tive farmer and labor organizations, it has been possible to present the 
facts to both farmers and workers. Once farmers understand that 
working urban and city consumers are the bulk of the farm market 
and working people understand that farmers are a major outlet for 
finished goods, there develops a feeling of mutual concern. 

With respect to increasing the minimum wage, labor has a direct 
interest in esos wages, and farmers have a direct interest because 
an expanded market for food will result therefrom. 

For example, studies of the way families at various income levels in 
cities and towns used their food money in 1948, which are as illustra- 
tive now as then, show the following—— 

Senator Dovatas. Is this a quotation from the budget study con- 
ducted by the Bureau of Labor Statistics ¢ 

Mr. Parron. Yes. 

City households with incomes of less than $2,000 purchased about 20 percent 
less milk and vegetables and fruits, about 5 percent less eggs and meat, poultry 


and fish, about 10 percent less bakery products than households with incomes of 
$2,000 and over * * *, 

* * * one of every 6 families was spending less than 85 a week per person 
for food at home and away from home—a sum with which it was difficult to 
buy a nutritionally adequate diet without careful management. The burden of 
economizing fell particularly hard on the low-income families. Of those with 
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incomes under $2,000, a third was spending less than $5 per person for food, 
a third between $5 and $7, and a third over $7 * * *. About half of the low 
income families with 4 or more persons spent less than $5 a person a week. It 


is probable that many of these families did not secure nutritionally adequate 
diets * * *, 


The dollar amount spent by low-income families for food is less than that 
spent by higher-income groups * * *. City families with incomes of less than 
$2,000 spent $16.42 per week—-$5.82 per person—on the average for food at home 
and away from home—$11 less than families with incomes over $2,000 * * * 

Low-income families have less nutritious diets. Differences in food used by 
high- and low-income families were reflected in the nutritive value of their 
diets * * *. Diets of city families with incomes under $2,000 contained about 
10 percent less calcium and riboflavin—for which milk and milk products are 
the chief sources—than the selections of higher-income families, and 12 percent 
less vitamin A value and ascorbic acid, contributed to the diet in largest quan 


tities by fruits and vegetables. The protein content of diets of these low-income 


families was 7 percent less than in diets of higher-income families. 


It is estimated that under a $1.25 minimum wage there would result 
an added expenditure for food amounting to $606 million. This is 
approximately 30 percent of the total expenditures which would result 
from the increase in the minimum-wage rate. 

Expansion of the United States economy is heavily dependent on 
consumer credit. However, the need for the basic essentials of life 
by low-income families has resulted i in credit overextension. This is 
expec ted of families currently receiving incomes of $2,000 and less 
75 cents per hour, assuming 2,000 hours of work means $1,500 an- 
nually. 

A. $1.25 per hour minimum wage will enable hard-pressed, low- 
income families to meet their debt obligations and thereby permit them 
to remain active purchasers of farmers’ produce of food and fiber. 

The farms of the Nation have in the past served as the manpower 
reservoir for industry. Farmers’ children in cities are counted among 
the number to benefit by an increased minimum-wage level. More- 
over, family farmers historically and traditionally hav ve been the major 
supplier of labor for the operation of their farms. 

More often than not, some member of the farm family has sought 
employment elsewhere. This is particularly true of the small, low- 
income farm families. One of the ways to assure that members of 
low-income farm families who are forced to seek outside work get 
adequate pay is to increase the minimum-wage rate and expand the 
coverage. 

National Farmers Union has found its program in step with the 
interest of working people at the bottom of the wage scale. But that 
is not the only area in which we can meet on grounds of mutual con- 
cern and interest with United States workers. 

National Farmers Union has consistently supported adequate unem- 
ployment insurance, a fair and just labor-relations law, a public- 
works shelf, improved housing standards, Federal aid to education, 
extensions in coverage and benefit of social security, an adequate pro- 
gram of health insurance, civil rights and liberties legislation, selec- 
tive-service legislation, an enlightened foreign policy, expanded inter- 
national trade, and an international food and raw materia!s reserve, 
all of which are needed to assure full employment and improved living 
standards for labor as well as for farmers. 

There are some in the Congress, in the administration, and in the 
business and industrial world who are exerting their every effort to 
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split what they call a farmer-labor alliance. They point with great 
misgivings at the — al power of such teamwork between two seg 

ments of the population. I share with them many of their fears con 
cerning economic power groupings in United States politics, I am 
well aware that violent collusions of economic interests can lead to 
even more violent physical collusions and that in other countries 
unse rupulous men have taken advantage of such conflict to erect 
Fascist and Communist governments. 

The greatest threat to the working of democracy—to the farmers 
and wage earners in America, has “always been—and still is—the 
efforts of monopolists, of economic royalists, of “malefactors of great 
wealth,” to take over the instruments of government. They work tire 
lessly to defeat any measure not in the interest of their personal gain 
and profits, without any concern whatsoever for the welfare of farmers 
or workers. 

In this day, Government cannot long function for the benefit of any 
small group or groups of men. This we should have learned from the 
crash of 1929 and the depression which followed. The best guaranty 
against Government by and for small groups is in the growing polit 
ical strength of farmers and wage earners. 

Labor and farmers have received what they enjoy in the way of 
economic benefits under the law, not by the grace of opposing forces, 
but by fighting on moral, economic and political grounds, the forces 
which sought to exploit them for personal gain. 

Ironically, business has won, too. Small business in particular is 
seeing their relationship to and their interest in the expanded pur 
chasing power of farmers and labor, the bulk of their customers. I 
understand that some representatives of business and industry have 
already expressed their approval of an increased minimum wage. 

All the legislative history behind the eto nt Act of 1946, and 
the’ development of programs aiding labor or farmers confirms that 
our objective has been to assure continued abendi ance of food and fiber, 
to offer farmers and laborers an opportunity of achieving economic 
equality. Increasing the minimum wage level to $1.25 per hour and 
expanding the coverage of the minimum wage law are fully consistent 
with these aims. 

It is not enough merely to overcome maladjustment between wages 
and living costs which threaten our prosperity now: we must press 
forward now; we must press forward now with wage bills more nearly 
approximating a decent American standard of livi ing. We must not 
accept the reluctant and timid approach of President Eisenhower and 
Secretary of Labor Mitchell to increasing the minimum wage level 
and expanding coverage. 

I appreciate the opportunity to appear before this subcommittee 
speaking in behalf of minimum wage legislation. The sponsors of S. 
662 and similar legislation providing broader coverage and raising 
the minimum wage level to $1.25 per hour are to be commended. The 
members of this subcommittee are to be commended also for scheduling 
early hearings on this matter of great and urgent importance. 

National Farmers Union urges prompt, favorable action in the 
interest of alleviating poverty and near poverty among the inc ome- 
starved and undernourished families at the bottom of the Nation's 
wage scale. 
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Thank you. 

Senator Dove.as. Thank you very much for your testimony. 

Mr. Patton, when Mr. George Meany, president of the American 
Federation of Labor, testified before us, he favored including indus- 
trialized agriculture into coverage under the Fair Labor Standards 
Act. Section 9 of S, 662 introduced by Senator Lehman—a section 
which amends section 13 of the original act—embodies the same 
proposal. You will find Senator Lehman’s proposal at the bottom of 
page 13 and the top of page 14 of S. 662. 

| wonder if you would be willing to comment on that / 

Mr. Parron. I centainly would, Senator. I have read those pro 
visions. The National Farmers Union has always favored a minimum 
wage law being applied to the industrial or factory-in-the-tield type 
of agriculture. 

The family farmer competes with the low-income wage worker, and 
to say that the factory-in-the-field or a very large operation is more 
efficient than the family farmer is to gloss over the fact that those 
large agricultural units are getting two kinds of subsidies; (1) they 
are getting a direct subsidy on the part of the Federal Government 
to help import Mexican and other nationals, and secondly, they are 
getting a subsidy of whatever level of lower wages they have, plus, 
{ should add, another subsidy, and that is that the cities, the people 
in the cities, where these unfortunate workers go in the wintertime 
and in times when there isn’t work for them to do, pay a very sub- 
stantial subsidy in terms of hospitalization, welfare work and such 
things as that. We are positive in our own thinking that if the fac- 
tories in the field had to pay fair income standard wages the Ameri- 
can family farmer would have much keener competition, and we 
would be willing to compete with them any time. The truth of the 
matter is that last year, I think, the average hourly income of the 
family farmers in this country was 31 cents an hour. That was for 
his management skill, for being a chemist, for working with his wife 
and children, and all the things that he did. 

Senator Doveias. I wonder if your experience has been the same 
as mine, namely, that in the Southwest, in Texas, in irrigated sections 
of Arizona, and southern California, and in the central valley of 
California, a large number of Mexicans have been brought in or at 
least have come in illegally, and are employed by the plantation 
owners and by the large farm owners at low wages. ‘They are ter- 
rorized because of their fear that they may be deported. 

Mr. Parron. That is right. 

In my opinion, Senator, it is an organized system of getting low- 
wage workers, and it is fairly well organized, and according to the 
official records, a great deal of illegal action is involved. 

Senator Doucias. Senator Lehman and I have tried many times to 
tighten those provisions, but we have been unsuccessful. 

Mr. Parron. We appreciate your attempts, incidentally, because 
we have supported that type of legislation, as 1 think you know, in 
times past. 

Senator Doveias. Yes, [ know. Although the definition of a large- 
scale farm might be a matter of dispute, as a general proposition, you 
favor applying it? 
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Mr. Parron. Yes, sir. Our organization—I don’t remember how 
far back our conventions or conventions of delegates have passed 
resolutions fayoring a minimum wage as being applied. 

Senator Dovenas. Your organization primarily represents the 
small family-sized farms ¢ 

Mr. Parron. That is right. 

Senator Doveias. Well, thank you very much, Mr. Patton. 

Mr. Parron. Thank you very much. 

Senator Doveras. The next witness is someone who is not a stranger 
to Washington, Mr. Isador Lubin. Mr. Lubin was for many years 
the Commissioner of Labor Statistics in the Department of Labor. 
He was an extremely good commissioner of labor statistics. 

He is now the industrial commissioner of the State of New York. 
We welcome you here, Mr. Lubin. 


STATEMENT OF ISADOR LUBIN, INDUSTRIAL COMMISSIONER, 
STATE OF NEW YORK 


Mr. Lupin. Thank you. I want to apologize for not having a copy 
of my statement for you. I hadn’t expected to be here until Wednes- 
day, and because of the time period, it was impossible. 

May I also ask your permission, sir, to insert in the record follow 
ing my statement certain statistical tables to which I have referred in 
the course of my discussion. 

Senator Dova.as. It will be done. 

Mr. Luni. I appreciate this opportunity to present my views on 
amending the Fair Labor Standards Act. Although I planned to 
speak of “the stake that New York has in an upward revision of the 
Federal minimum wage, I am not here to urge any State or sectional 
interests. Rather, I want to express my conviction that our free 
enterprise system, as a whole, cannot do its best work unless the 
efficient businessman who competes fairly is given an effective pro 
tection from competitors who stay in the running because they pay 
lower wage rates. 

In extreme cases, this pressure from low-wage competitors can lead 
an established firm to move to a low-wage area. Of course, wages are 
not the whole story when a firm moves; access to materials and markets 
is an important and legitimate consideration, but low wages can, and 
in our State has been, a deciding factor. 

New York has 11 out of every 100 workers in the Nation that are 
now covered by the Fair Labor Standards Act. In other words, we 
have 2,700,000 workers out of a total of 24 million who are covered. 
Seven of these 11 workers are employed in the manufacturing indus 
tries, almost all of which have a regional or national market for their 
products, as well as serving the economic needs of the State’s popu 
lation. 

The other 4 of the 11 workers are employed in the nonmanufactur 
ing industries. The earnings of workers covered by the act in New 
York State are more than $11 billion a year. As the leading manu 
facturing State and as the largest single supplier of interstate whole 
saling, utility, and financial services, New York depends even more 
than other States do on the continued prosperity of every part of the 
Nation. 
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I might confess, sir, that our interests in the problem of an increased 
national minimum is in a sense a selfish one, and it is selfish for two 
reasons. 

First, we wish to protect our industries, namely, our manufacturing 
and service industries, against the competition of lower wage-rate 
areas, and it is selfish for a second reason because it is our belief that 
higher wages in other parts of the country, even in industries which 
do not compete with ours, means bigger markets for our goods and 
for our services. 

Like every other State, we in New York have some low-paying 
industries. Even a 90-cent minimum would result in direct increases 
to some 74,000 covered workers, and would raise our payrolls by two- 
tenths of 1 percent. $1.25 minimum wage would directly affect about 
16 percent of our workers who are covered at present and would add 
2 percent to the payrolls of the State. 

Senator Doverias. Mr. Lubin, have you made any computations of 
the direct effect of a $1 minimum ? 

Mr. Lusty. No, we haven’t, but it would be relatively simple. It 
would be approximately something between seven-tenths of 1 percent, 
as far as our State is concerned, in terms of payrolls. 

Senator Doveras. That is the direct effect ¢ 

Mr. Lurrn. Yes, sir. 

In manufacturing, about 18 percent of the 1,400,000 New York pro- 
duction workers earn less than $1.25 an hour. The manufacturing 
industries in which the $1.25 minimum would have the greatest impact 
in our State are lumber, shoes and leather, and novelties and other mis- 
cellaneous manufacturing. In these industries, about 25 to 30 percent 
of the workers are employed in shops where the plant average is less 
than $1.25 per hour. 

In other words, those specific industries from 25 to 30 percent of the 
workers would be affected. In apparel and textile plants, 15 percent 
are today receiving under $1 an hour. 

Now, the earnings of these low-paid workers cannot be raised 
through unilateral action by New York State employers, however 
willing they may be to do so. Neither can they be raised through the 
individual action of the individual State government through a mini- 
mum-wage law because a very substantial portion of these workers are 
employed in industries that face competition on a national scale. 

A Federal minimum is needed, since it applies to all competitors. 

Senator Doveras. Does your State minimum wage law apply to 
manufacturing, or to industries not covered by the Federal Fair Labor 
Standards Act? 

Mr. Lusry. We have applied it only to those industries that are not 
covered. 

Senator Doveras. Although legally, you could apply it to manu- 
facturing ? 

Mr. Lusty. Yes, sir. 

Senator Doveras. But in practice, you have applied it only to in- 
dustries not covered ? 

Mr. Lusrin. Exactly, sir. 

Senator Doveras. Am I correct in believing that you covered slight- 
ly over a million workers by your State minimum wage legislation ? 

Mr. Lupin. Approximately that. 
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Senator Dovenas. And slightly less than 600,000 of these are in 
retail trade ? 

Mr. Lupin. Yes, sir. 

Senator Doveras. Slightly less than 200,000 in eating and drink- 
ing places ; 70,000 in hotel and lodging places ; 3 20, 000 in motion-picture 
theaters ; and about 200,000 in other industries ¢ 

Mr. Lusi. That is correct. 

Now, this Nation has expressed itself democratic, social and politi- 
cal favorably seeking to maximize the freedom of individuals and 
individual enterprise. Competition among both producers and con- 
sumers is relied upon as the best method for obtaining the widest dis- 
tribution of economic satisfaction, for limiting the economic power of 
the privileged and for offering to individuals economic rewards that 
flow from satisfying the wants of others. 

When operating properly, our system functions in a manner that 
returns the maximum. To insure this result both industry and labor 
have accepted certain rules of the road. These rules are necessary 
because a small minority of enterprise, perhaps callous and unscrupu- 
lous, or perhaps merely short-sighted or hard-pressed, have engaged 
in practices that disrupt businesses which compete legitimately, and 
because of these factors, we have found it necessary to control monop- 
olistic practices, to prevent the exploitation of natural resources in a 
manner incompatible with the national interest, to prescribe mini- 
mum-wage standards for safety, health, and wages, and to prohibit 
certain types of banking practices. 

In these and other ways, we have curtailed the full freedom of indi- 
vidual choice in order to insure the proper working of the competitive 
system. Now, the wage standard that was adopted by Congress in 
1938, and later revised in 1950, was related to the realities of our eco- 
nomic capacity at that time, although I must say, in my opinion, sub- 
sequent events have proved that it was based on an unwarranted pes- 
simism regarding this country’s ability to produce. 

Congress had said that the Fair Labor Standards Act was aimed 
to eliminate as rapidly as practicable labor conditions detrimental to 
the maintenance of the minimum standard of living necessary for 
health, efficiency, and general well- being of workers. 

The minimum of 1938 and of 1950 represented our measurement in 
money terms of what social decency required and what industry could 
afford. The handicap previously suffered by employers with his 
standards were removed in part so that at the minimum level of skill 
and in the lowest-paying industries at least all employers had equality 
of minimum-wage footing in the race for markets. 

Today, we again find evidence of a great disparity in wage rates 
based not on differences in productive efficiency, not on differences in 
cost of living, or difficulty of work, or physical hazard, or any other 
reasonable criterion for measuring ‘the adequacy of a wage rate, but 
largely on the inability of some workers to bargain effective ‘ly with 
their employers, and I should like to point out that even since the 
minimum was raised in 1950, these same low-paid workers have not 
been able to secure for themselves the benefits that have accrued to 
others in the population, 

If I can take my own State as an example, Mr. Chairman, relatively 
few workers were directly affected by the 75-cent minimum when it 
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went into effect, but it is significant that the workers who received smal! 
increases as a result of the 1950 increase have had smaller subsequent 
increases than workers in the higher-paid industries. 

Let me give you a concrete example of what I am referring to. If 
you take the workers in the 13 low-wage manufacturing industries in 
New York State in which the average hourly earnings of production 
workers were less than $1.20 in 1949, cavthy after the law was amended, 
these workers got a 3-cents-per-hour average hourly increase as a 
result of the amendment of the act in 1950, but since that time, the 
average for this group as a whole has risen by only 28 cents. 

Now, in contrast, in the 38 medium-wage industries in which the 
average hourly earnings of production workers were from $1 to $1.49 
when the act was amended last, the average rise from April 1950, to 
the present time, has been 38 cents, as contrasted to an increase of 28 
cents that has taken place since the law passed for the lower-wage 
earners. 

Senator Dovetas. Is that a greater proportionate increase, or just 
a greater absolute increase ? 

Mr. Lupin. Greater absolute. 

Senator Doveras. But not a greater proportionate increase / 

Mr. Lusin. But in terms of maintaining your family, it is the abso- 
lute that counts with the worker, really. 

If you take the high-wage industries of which I have picked out 
32 where the average hourly earnings of production workers were 
$1.50 or over when the law was last amended, these workers gained 
an average of 47 cents an hour from April 1950 to 1955. 

In other words, for the lower-wage group, the increase was 28 cents 
since the law was passed, on the average, for the medium-wage indus- 
tries, 38 cents, and of the high-wage industries, 47 cents. 

I think, Senator, that you will find that the changes were not mark- 
edly different, although the absolutes were. 

The relative inability in low-paid industries to gain increases in 
wages for themselves has resulted in large differentials between re- 
gions and between States, both within the same industries and within 
the same occupations. 

Now, the result has been that unhealthy migration of industry has 
been encouraged and industrial dislocation has been fostered. Areas 
have benefited not on the basis of natural advantages, not on the basis 
of more efficient utilization of resources, but frequently because of the 
fact that they pay lower wages. 

As a direct consequence of this fact, New York State and other 
States with relatively high wage levels have, in some industries, lost 
ground to other States where lower wages are paid. 

[ think it is significant to note that in the textile mill products in- 
dustries among the 10 leading textile States, 5 have had relative losses 
in employment since 1947. These were the five States whose straight- 
time average hourly earnings were above the national average last 
month. Every State that had straight-time average earnings lower 
than the national average gained in relative importance in those indus- 
tries in the postwar period. 

Senator Dovueias. Mr. Lubin, there have been articles in the New 
York Times about the city of Yonkers, and also about the region in 
the Mohawk Valley around Amsterdam. I understand that the carpet 
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industry of the former city and the textile industries of the latter 
region have suffered very crippling blows in the last year. Bs 

Is there any evidence as yet that there is a pick-up in those localities ¢ 

Mr. Luprx. We are working within the State government to do 
what we can to bring new plants into those areas so that we can ‘find 
employment for the people who are dispossessed when these plants 
move. I think it is rather significant that in both of those instances 
that you mentioned that the difficulty has arisen not because people 
have gone out of business, but because they have actually moved to 
other parts of the country. 

Senator Dovenas. In other words, the Smith Co. of Yonkers has 
moved its production south ¢ 

Mr. Lunin. Yes, sir. 

Senator Dovenas. And the same thing has been true of the mills” 
around Amsterdam / 

Mr. Lepr. Some of the textile mills, Bigelow Sanford moved to 
Connecticut, but I have a feeling that in view of the fact that they have 
been opening mills in the South, that Connecticut is a way station. 

I can’t prove it, sir, but I get that impression, judging by what is 
happening through their expansion in the South. 

Among the 12 leading States in the apparel industry, most of those 
with straight-time hourly earnings higher than the national average 
declined in relative importance. All the States with lower than av- 
erage wage rates except Missouri increased their importance. There 
is one exception to that however, which is California, where the growth 
in the apparel industry has been based primarily on style, rather than 
wages. 

In the leather and leather products industry, 3 out of the 9 States 
for which data are available gained employment relative to the coun- 
try as a whole, and again, these States were among those at the lowest 
wage levels. 

Senator Doveias. Are you speaking of shoes, or the tanning of 
leather, or of both ? 

Mr. Luvern. Both, and handbags and products of that sort. 

Senator Doua.as. I see. 

Mr. Lunn. Now, I do not mean to imply that wage differentials 
have been the sole factor in inducing industry movement or industry 
expansion in new areas, but it is significant that the findings of re- 
sponsible investigators indicate that wage rates are a significant ele- 
ment in these location decisions, and I want to refer, Mr. Chairman, 
to a study made by the Bureau of Labor Statistics entitled “Labor 
in the South,” and also to a study made by the Conference of New 
England Governors in its report on the New England textile industry 
in 1952. Ishall not go into detail, but I will refer to them. 

Now, in New York State we have found that such plants as the 
American Woolen Co. in Fulton, and in Utica, the Alexander Smith 
plant in Yonkers that you have just mentioned, Mr. Chairman, and 
the Utica Knitting Co., have gone to areas where average hourly earn- 
ings range from 15 to about 50 cents less than at their New York State 
loeations. 

To the extent that migration develops the natural resources of areas 
that are comparatively underdeveloped industrially, no one could deny 
that it adds to the economic strength of the United States and is in the 
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interest of national defense, but sound economic growth cannot be 
based on industries that move away to take advantage of lower wage 
scales, . 

Now, I would like to come to the question as to what level the wage 
floor should be established at. In the past 5 years, the Nation has 
made great strides forward in national output, and this has been due 
to the rapidly rising productivity and relatively high employment. 

Senator Dovetas. It was higher employment up to 1954. 

Mr. Lusi. That is true, sir, but the situation apparently has been 
reversed in recent months, and the index of production of the Federal 
Reserve Board looks very much as if it is getting pretty much back 
to where it was. 

Senator Dovcias. But not unemployment ? 

Mr. Lusin. Not employment; no, sir. I must say that at the pres- 
ent moment, the level of employment is high. The level of unemploy- 
ment is also high. The last figures put out showed actual employ- 
ment at just about a level where it was 2 years ago. 

Senator Dovaias. Yes, but there have been 2 years of growth of 
the “Samay The labor force is increasing about 750,000 a year. 

Mr. Lupin. If we are going to absorb our labor force and provide 
full employment, we will have to absorb that very definitely, and, of 
course, the closer we get to 1960 the more rapidly that figure is going 
to go up, because these youngsters born in the forties will become 
available to the labor market. 

I think we have got to bear in mind one other factor that we have 
got to pay some attention not only to those newcomers to industry 
but some of the oldtimers who are being laid off who cannot find em- 
ployment, and even those who have retired under compulsory system 
requirements who are efficient operators and can’t live on their retire- 
ment pay. 

A minimum wage floor that will adequately protect our competitive 
system today should bear a realistic relation to the present income 
status of the more fortunate groups in the population and to our pres- 
ent capacity for production. National income today is more than 
four times as large as it was in 1938 when the Fair Labor Standards 
Act was passed. It has increased to $300 billion today as against 
$67.6 billion in 1937. 

Senator Dovatas. I am delighted that you used the national in- 
come figure and not gross national product. 

Mr. Lusty. In the best-fed, best-housed and best-clothed nation in 
the world, social decency requires that even the worker with minimal 
bargaining power be entitled to a wage that will provide him with 
what we conceive to be an American standard of life at today’s price 
levels. 

Average wage and salary income more than tripled between 1939, 
soon after the 25-40 Federal minimum was established, and April 
1952, the last year for which national average wage and salary figures 
are available. 

I am referring to the report issued about a month ago by the Census 
Bureau giving the median wage and salary income of people 14 years 
or more who received wages and salaries. 

On an annual basis, average wages and salaries, income rose from 
$780 to $2,502. Now, that is an increase of 217 percent. It certainly 
has risen still more since 1952. 
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In 1941, the Federal minimum wage was 40 cents in most industries. 
Since that time, hourly earnings of factory production workers have 
risen by $1.18 an hour on the average. The increase in hourly earn- 
ings may be compared with the rise of 85 cents in the Federal mini 
mum rate that would occur if the rate were now set at 51.25. 

In other words, average hourly earnings of production workers have 
risen in that period by $1.08. And that would compare to an increas 
of 85 cents if we increased the minimum wage to 51. 

In this 14-year period, earnings in wholesale trade rose $1.04 and 
in retail trade 87 cents. Coal miners’ earnings, both anthracite and 
bituminous, went up about $1.50. Building construction. workers’ 
wages went up by $1.59, and in the public utilities-transportation 
group, increases ranged from 94 cents to $1.19. 

Now, all of these raises are greater than the 85-cent difference be- 
tween the 40-cent minimum of 1941 and the $1.25 minimum. 

Senator Doveras. This raises the question whether you should 
maintain the absolute differential or the relative differential. 

Mr. Lusi. Well, frankly, as I hope to allude to later, in talking 
about. a minimum wage I think we have to think not only of produc- 
tivity but also in terms of what does it cost to live. 

And as I said before I feel there you have to deal with absolutes. 
You have to deal with the income of the worker, irrespective of what 
the relative changes would be. 

The average wage increases have been less than 85 cents only among 
the service industries which are largely intrastate in character. And 
among the tables that I am going to submit, I have given those rela- 
tive changes. 

Now, an important factor behind the rise in wages and salaries in 
the Nation’s rise is productivity per worker. The joint committee on 
the Economic Report says that productivity per worker has risen by 
an average of 3.75 percent a year from 1949 to 1953. If this rate of 
increase is also representative of 1954-55, then, in the 6 years after 
the introduction of the 75-cent minimum (1950 through 1955), 
national productivity will have risen 22.5 percent. And I think that 
figure is going to show a much faster rate of increase, because we find 
today in the steel industry the average worker is producing 17 per- 
cent more steel than he did in 1954, and similarly in the automobile 
industry that holds true. 

And if you take your national figures on employment in manufac- 
turing industries, you will find that employment has not gone up 
proportionately to the increase in output as represented by the index 
of the Federal Reserve Board. 

Senator Dove.as. Is that because of a greater number of man- 
hours worked per week ? 

Mr. Lusrn. Even after making the adjustments for it, we find it is 
much lower. If you compare the figures of employment by individual 
industries at the peak of 1953 and at the present level, you will find 
that the productivity has gone up by as much as 17 cents in some 
industries. 

Senator Dovetas. Do you mean a general increase for specific 
industries ¢ 

Mr. Lupin. Specific industries, yes. 

Senator Doveias. How about automobiles? 

Mr. Luni. For automobiles and steel it will be pretty close. 
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If this rate of increase is also representative of 1954-55, then the 6 
years after the introduction of the 75-cent minimum, national pro- 
ductivity will have increased 22.5 percent. 

Senator Dovetas. Is this productivity per man-hour / 

Mr. Lusi. Yes. This - would justify a 17-cent rise in the 
minimum wage. 

Another important factor entering into the rise of wages is the rise 
in the cost of living. It went up 13.6 percent between January 
1950 and March 1955. This rise calls for increasing the 75-cent rate 
by another 10 cents. 

If the 17 cents for productivity and the 10 cents for cost of living 
are added to the present 75-cent rate, the result is $1.02. 

If the minimum were set at this point, it would still do nothing to 
rectify the undervaluation that was embodied in the 75-cent minimum 
of 1950. Moreover, an hourly wage rate of less than $1.25 will not 
in my opinion assure an adequate level of living. And this gets back 
to the question you raised, Senator. 

Even when you are employed a full 40 hours, 50 weeks of the year, 
at this rate your gross pay before taxes is only $2,500 a year. This 
amount is barely enough for a single person, let alone a family. 

When I say that it is barely enough for a single person, I would 
like to refer to the fact that the estimated annual cost of a minimum 
budget for a single employed woman in the State of Washington in 
May 1952 was $2,664. ‘This does not include anything for savings. 

A similar estimate for Arizona in February of 1954 was $2,312. 
In the District of Columbia it was $2,209. In New York City, an 
unmarried working woman living as a member of a family group 
needed $2,488 for self-support in the fall of 1954. 

Senator Doueias. With all of the cooperative advantages of the 
home included ¢ 

Mr. Lusi. Exactly 

The cost. of modest but adequate level of living as of December 1954 
for a family of 4 in New York City was $4,081, or $2.04 an hour if 
the wage earner works 2,000 hours a year. 

A basic estimate was made by the BLS in 1951. It has been adjusted 
for changes since then in price level and in taxes. 

The Bureau of Labor Statistics estimate is conservative, for it is 
based on prewar expenditure patterns and does not take into account 
the rise in standards of living in the last 15 years, changes in our 
method of living that have taken place. 

A family of three under this budget would need $3,474 which is 
$1.74 an hour. Anda family of 2 would need $2,758 or $1.38 cents 
an hour. 

Now, I must confess that New York City is not the least expensive 
place in the country to live. But even in New Orleans, which is among 
the lowest cost cities studied by the Bureau of Labor Statistics, par- 
allel figures indicate that a family of 4 needed $3,843 in March of 
1953. This is $1.92 an hour. 

A family of 3 needed $1.64, and a family of 2 needed $1.30. 

It appears, then, that establishing a minimum-wage floor of $1.25 
would give to the worker at the bottom of the economic scale employed 
at the statutory minimum an increase that is less than those already 
obtained by higher paid workers and basically insufficient to provide 
all of his needs. 
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However, such a rate will enable the worker without adequate bar- 
gaining power—and I want to emphasize that these are the workers 
that we are concerned with, those who do not have adequate bargain- 
ing power—to obtain better nutrition and a somewhat higher level of 
living even though in my opinion it is not quite the adequate minimum. 

We cannot in good conscience provide our workers with less. Nor 
can we set a lower minimum without handicapping the great major- 
ity of employers who pay more. 

It has been variously estimated that $1.25 minimum will place 2 to 
21% billion dollars in purchasing power in the hands of deans who 
would spend it on the necessities of life. It will add in the neighbor- 
hood of 2.8 percent to the wages of covered workers. That is, the 
wage bill, as such. 

The largest group among these is manufacturing production 
workers. The addition of $1.25 would mean something approxi- 
mately amounting to 3.3 percent to the manufacturing wage bill of 
the country. 

Now, an increase in consumer buying power of this magnitude will 
help in the marketing of the enlarged output made possible by the high 
level of business investment that has taken place since the end of the 
Korean war. 

Since 1951 business expenditures for new plants and equipment 
have averaged more than $25 billion a year. Estimates ranging from 

20 billion to $30 billion a year have been made of the amount the con- 
sumption must increase every year if the economy is to operate at the 
full-employment level. 

Only $4 billion, referring to what you said, sir, in increased pur- 
chasing power was achieved in 1954 as compared to an estimated mini- 
mum of $20 billion that it should increase if we are going to maintain 
full employment. 

Now, while it is true that the objective of moving these goods to the 
ultimate consumer can be achieved through price reductions as well 
as through increases in wages, the relative inflexibilit y in costs of pro- 
duction and distribution now characteristic of many segments of the 
economy indicates that the price—that is, price stability rather than 
extent of price reductions—will be the rule. 

Senator Doveras. Mr. Lubin, I think you have now touched on a 
very important point. Because, as you know, the so-called orthodox 
economists assume that reductions in cost will be passed on through 
competition in the form of reductions in prices, and that real wages 
will rise, therefore, even though money wages remain constant. 

Now, your position, I take it, is that due to price agreements, tacit 
price agreement, imperfect competition, and so forth 

Mr. Lupin. Price-fixing laws in the individual States. 

Senator Doveuas. Price-fixing laws in the individual States, yes— 
that these reductions in cost are not passed on. 

Mr. Lustn. True. In a large part of the general economy. 

Senator Doveras. And the result is an accumulation of profits. 

Now, the orthodox economists would argue that this would lead to 
increased investment. 

Mr. Lusrn. It does. It has. 

Senator Dove.as. But the increased investment will ultimately re- 
sult in an increased flow of consumer goods. 

62569 Pt. 3—55——_9 
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If the prices of this increased flow of consumer goods are not reduced, 
what happens then ¢ 

Mr. Lupin. Your goods will back up, and the consumption will not 
increase proportionately, and we may be in trouble. 

Senator Doveias. What kind of trouble ¢ 

Mr. Lusty. To the extent that you will have inventories building 
up; and instead of having rational adjustments in price structures, 
you may have crashed-in price structures. 

Senator Dovuenas. In other words, it would stimulate recessions and 
possibly depressions ? 

Mr. Lursin. Which will wipe out the efficient as well as the inefficient 
producer. 

Senator Doveras. And is it not also true that if business does not 
reduce prices, then you have an accumulation of goods which cannot 
be sold at existing price levels, though they could be sold at a lower 
price level? Asa result investment will be choked off. 

Mr. Lusin. Very definitely so. 

Senator Doverias. And if you have savings accumulating but invest - 
ments falling off, do you not have a sterilization of purchasing power ? 

Mr. Lusty. You do very definitely. 

Senator Doveras. And does that not lead to unemployment ? 

Mr. Lupin. Very definitely. 

Senator Doveras. Now, I think this is a very crucial discussion. 
And I am very glad you have touched on it, because it brings out very 
clearly the differences between some of those who would assume a 
competitive order and draw their conclusions from that and some of 
us who think that we are more realistic and try to point out that 
reductions in costs are not followed by commensurate reductions in 
prices, because of imperfect competition. 

Mr. Lust. And I think it is terribly important, Senator, to point 
out one other thing: that we have had a stable cost of living for some 

eriod of months now. And I notice that many people have been 
ee ab of the fact that we have had a stable price level. But if you 
look at the individual items that make up the cost of living, you will 
find that there have been rises here and there; that those rises have 
been offset; so you have maintained stability because of the fact that 
food prices have been falling. And it is my understanding that the 
Department of Agriculture now expects farm prices to level off. And 
it was the drops in the prices of agricultural products that have been 
holding down the average. 

Senator Dovetas. You are speaking of wholesale prices? 

Mr. Lust. Well, I think you find if you look at the index of the 
cost of living that food prices have dropped. 

Senator Dovetas. Very slightly? 

Mr. Lusi. Yes. 

Now, if food prices don’t continue to drop and these other prices 
rise, which we have all reason to expect, I think the cost of living is 
going up again. 

Senator Dovetas. And, of course, your mind goes back to the 1920's. 
The period of the 1920’s was one in which there was comparative price 
stability, from 1923 to 1929. And this price stability was used by the 
orthodox economists of those days as an indication that society was 
in a state of equilibrium. I think Wesley Mitchell published a book 
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in the summer of 1929 in which he said depressions were a thing of 
the past; there might be recessions but there would not be any more 
depressions. wg 

And yet what was happening during this time was a reduction In 
cost, ceageeees stability in prices, and increasing profits. Was not 
that true 

Mr. Lusi. Very true. 

Senator Doveias. And some growth in capital. 

But the time came when in order to dispose of the goods prices would 
have had to be reduced appreciably. Business was reluctant to do 
that. And the result was an accumulation of unsold goods which was 
at least a contributing factor to the depression. 

I don’t think anyone will deny now that the period of 1929 to 1932 
was one of depression, although it was denied at the time. 

Mr. Lust. I think it is terribly significant that during 1954 when 
we cut down our production, eating into inventories, that the norma! 
forces were not operating. 

In other words, prices didn’t fall by and large. The wholesale price 
index hardly fell. Your cost of living remained relatively stable. 
And when you get a period where you eat up billions of inventories 
already on hand and you cut off production and you cut off employ- 
ment without any effects upon the general price level, I would say 
that is unhealthy rather than healthy. 

Senator Doveias. Don’t you think the orthodox economists could 
quite properly turn their attention to methods of making competition 
more effective and reducing price combinations ¢ 

Mr. Lusi. That I would like to do and I think eventually we are 
going to have to do that if this system is to really give to our people 
what it can do; I mean really to make use of the potential of this 
system. 

Senator Doveias. What you are saying is that if this is not done, 
then it is proper to expand monetary purchasing power and raise 
money incomes up to the level of existing prices; isn’t that what you 
are saying ? 

Mr. Lupin. Yes, sir. If I were going to sum it up, I would say 
that if we cannot expect price declines to bail out the low-income work- 
ers, the only alternative we have is to bolster his wages or face the 
prospect of an economy that is going to be spot-marked by unhealthy 
areas of unemployment. 

Senator Dovetas. I commend this to writers of business papers. 

Mr. Lusi. If I might sum up my position, Mr. Chairman, relative 
to my contention that we should raise the minimum to $1.25, I would 
say that my conviction is first that a higher standard of living for the 
low-income groups is our best advertisement for freedom in a world 
in which our free enterprise system is at war with the forces of collec- 
tivism. And I think that the psychological effect of that sort of thing 
is terribly important. 

I think in all of our domestic policies we should think of what our 
actions will do in terms of its effect upon those peoples in other parts 
of the world who are on the fence and are not quite sure that our 
system of free enterprise is the best system. 

Secondly, I feel that we cannot afford a wage structure that denies 
to sizable groups of workers and their families standards of nutri- 
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tion, clothing and housing that conform with what we like to think 
of as decent American standards of living. 

Thirdly, I feel that competition based on substandard wages tends 
to undermine effective competition and places the short-run advan- 
tages of the low-wage firm above that of the national welfare. 

And if I might, in passing, Mr. Chairman, quote the words of the 
late Chief Justice Hughes, the words he used in speaking for the 
Supreme Court in the decision which upheld the legality of State mini- 
mum wage laws, he said, and I quote: 

The community is not bound to provide what is in effect a subsidy for uncon- 
scionable employers. The community may direct its lawmaking power to cor- 
rect the abuse which springs from their selfish disregard of the public interest. 

Senator Doveras. Mr. Lubin, as I remember my history, this deci- 
sion in 1937 reversed a previous decision in 1936 holding to the oppo- 
site. 

Mr. Lupin. Yes, sir. 

Senator Dove as. It is my understanding that Mr. Justice Roberts 
held thie law to be unconstitutional in 1936; and then in 1937 switched ; 
isn’t that true? 

Mr. Losin. That is true. 

Senator Dovcias. Do you remember the essay by Mr. Dooley at the 
turn of the century dealing with the question as to whether citizen- 
ship follows the flag. He said: 

I don’t know whether the Constitution follows the flag, but I do know that 
the Supreme Court follows election returns. 

Do you think this comment by Mr. Dooley might have been appro- 
priate ¢ 

Mr. Lusty. No; not in the case of Justice Hughes. 

Senator Doveias. No, no; but I mean in the case of Justice Roberts? 

Mr. Lusty. Oh, yes; that is true. 

Senator Dovgeias. That transformed what had been a majority 
holding the law to be unconstitutional into a majority holding the law 
to be constitutional. 

Mr. Lupin. That is very true. I think it is significant that the 
Supreme Court of the U nited States recognized ‘the fact that so- 
ciety does not have to permit within its organization the existence 
of conditions where employers can take advantage of workers at the 
expense of the public because of the fact that by paying low wage 
scales which are not sufficient to maintain a standard of living you 
and I as taxpayers have to subsidize these people some way or other. 
We may not do it through relief but we do it through all of these other 
problems that arise—health, delinquency, criminality, and all the 
things that frequently result from people who have to live under con- 
ditions where they cannot have adequate standards. 

And finally I do want to say that in my opinion we cannot in com- 
mon decency provide a minimum wage less than $1.25 today in the 
light of the Nation’s present rate of production. 

“Now, I do want to say that there is no denying the fact that there 
is evidence that an immediate increase of the minimum to $1.25 
would create difficulties in some industries, a relatively small num- 
ber, in which the adjustment problem would be substantial. But I 
think if you check on the minimum-wage law when it was passed 
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and on the effect of the increases paid in 1950 or 1949 you find that 
experience has shown that the impact of upward revisions in minimum 
wages is never as severe as predicted. 

I remember testifying for a full day on the original minimum-wage 
law and hearing people say after my testimony that they would be 
ruined. I had employers come to me and tell me they would be forced 
out of business. 

Senator Doveias. You mean they would be ruined by the 25- or 
the 40-cent minimum ¢ 

Mr. Lusin. By the 40-cent minimum. 

And I made it my business years later to check up with those firms. 
And in none of those instances were their forecasts true. In other 
words, what happened was that they had to become more efficient. 

I remember, Senator, way back when I was a youngster, my father 
was engaged in the manufacture of ladies’ clothing at one time. And 
I remember the great strike that Justice Brandeis arbitrated. In fact, 
I think it was 1908. And my father was telling my mother how won- 
derful it was that now we are going to have standards in the industry. 
And she couldn't quite understand why he thought it was good for 
him to have to pay more wages. And he made this interesting com- 
ment. He said when our salesmen would go out on the road and they 
would write back in and say I can get an order from X company if 
I could shave my price a dollar a garment, the answer always was 
“Shave it.” And then you proceeded to take it out of the workers. 
When the union came in, when anybody wanted to shave the price, 
you very well saw to it that you became a little bit more efficient and 
produced more effectively so you could afford to shave an hour. 

And the alternative I think is whether or not we are going to force 
these industries and these employers to become more efficient or to go 
on and take advantage of the situation. 

Senator Doveias. You will be interested to know that last Friday 
representatives of the women’s clothing industry in most of the East- 
ern States appeared and asked for a minimum of $1.25 for the very 
reasons that you mentioned, Representatives in New York made very 
eloquent statements that they didn’t want to go back to what they 
termed the “jungle” which had prevailed prior to the establishment of 
the collective agreements in the New York industry. 

Mr. Lupin. As I said, the evidence shows that over a period of time 
management and labor are stimulated to increased tun when 
you increase the minimum. 

And secondly I think if we are realistic we can admit that some 
increase in the price structure is admissible where the consumer is 
profiting from low prices for goods and services at the expense of 
workers and industry. 

In other words, I think we, as consumers, have a right to expect that 
we will pay enough for our product which will permit aaaiuees to 
pay a wage which will give their workers decent standards. 

Now, if I might conclude, sir, I urge that this committee favorably 
report Governor Lehman’s bill, S. 662, for $1.25 minimum-wage stand- 
ards, as a method of making our competitive free-enterprise system 
work more efficiently for the common good. 

And if I might repeat: there is no better argument that we as a 
Nation can present to the peoples of the world who must decide be- 
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tween the merits of collectivism and the merits of free enterprise that 
the standard of living that our system can produce even for the least 
favored in our industrial society. 

Senator Doveras. Thank you very much. 

I appreciate your coming. 

Mr. Lusin. Thank you. 

Senator Dove.as. The tables to which you referred earlier will 
be made a part of the record at this point. 

(The tables referred to are as follows :) 


TABLE 1.—2Hstimated effects of increasing the Federal minimum wage, New York 
State, April 1954 


| 


i ~ 
Total Manufacturing Nonmanufacturing 
| 


| RES | en | er 
| 


| | | 
Number Percent Number | Perce nt| Number | Percent 
| | 


+ | - |---| — - - |---| - + - - - —-- 


i | 
Num ber of covered workers_..............} 2,700,000 100. 0 e 1, 700, 000 | 100 0| 1,000, 000 100. 0 
Workers earning below— 
$0.90... utes a7 sO | 60,000; 3.5! 14,000 
ll atnsanne con oii dieeniatadtl -| 144, 000 | vy 112, 000 | 66 32,000 
$1.10 rat - 250, 000 187, 000 | 11.0 | 63, 000 
$1.25 _- 435,000 | | 306, 000 18.0 129, 000 
Total ann‘al pavroll (in millions) _- of $11, 319 | $7,089 | 100.0 $4, 230 
Increase in payroll (in millions) if mini- | | 
mum is increased to— | | 
$0.90. _. $17 | $11 | ; $6 
$5. Seiifantber ces weed $530; 4] RR is $19 
$1.10 $102 | § $68 $34 | 
$1.25 3 j “ $221; 2. $158} 2: $63 | 
} | | 


} 


TABLE 2.—Percent distribution of manufacturing production workers, by plant 
gross average hourly earnings, New York State, Venere 1955 


st 
7 Percent of workers in plants whose gross 
| Number | average hourly earnings (in cents) is— 
| 
| woes mo 
(in mon | fo leat 
thou- | 80- | 90- ee 110-|125-| 150-'200-| 250 - 
89 | 99 | 109 | 124 | 149 | 199 | 249 | 290 
| : | | | 


Se a — 


Pg ee .2!| 0.1! 0.7) 1.6) 6. 8/15. 6/37.8)31. 5) 3.7) 


Industry group 





Durable goods 0|@) | .1, 6, 1.8 6.037.952, 9) 


Lumber and wood products (except furni- | 


ture) __- S87 2. 5/11. 4/13. J 

Furniture and fixtures agian | 2. 

Stone, clay and glass products_- 

Primary metal industries 

Fabricated metal products (including ord- 
nance) - 

Machinery “(except electrical) . 

Electrical machinery, ee and sup- 
plies = 

Transportation equipment. 

Instruments; photographic and optical 
goods; watches and clocks-. 


naae 


i 
\¢ 





- mo 


& FF SS SESS 
Ad Of wWOrI19 
oS SS 





Woamtwpebie yeeGs) 45362655 a deed. wes h esses ; 2) a 9. 6 22. 6,87.9 
Food and kindred products 

Tobacco manufactures. ...........--.-..-.. 
Textile mill products 

Apparel and other finished fabric products. 
Paper and allied products. nmi 
Printing, publishing and allied industries_- 
Chemical and all‘ed products 

Petroleum and coal products__..........-.- 
ROT DONTE cn nnkee seed iatathel 
Leather and leather products ? 





wow winS mon! + 





1 Less than 0.05 percent. 
20.1 percent of workers in plants with earnings less than 80 cents. 
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TasL_e 8.—Estimated distribution of production workers in durable- and non 
‘durable-goods manufacturing industries by straight-time average hourly earn 
ings,’ New York State, April 1954 


{In thousands] 


Distribution Percent distribution 


Average hourly earnings (in cents) . . 
T Durable Non- 1 Durable | , NOD. - 
otal 5 durable Total is durable 
& goK goods 


CWO khAANDPDSOenenewrnwnwnnwnKNK er rrr} 


Tee meee Oe... ..<.2-<---- ; : 
80 and under 85__. alle eects : 12 
85 and under 90... escen eveinabd i 17 
I ns ee 17 
95 and under 100 _....--- : coal 15 
et ccomeusdubs 3! 1 24 
105 and under 110.....---.--.-------------| 18 
110 and under 115, pelt twetekemabie® 3: i3 22 | 
RS, SE RS IS IF, ll 19 
nc hcdwecencepunbel 12 22 
OO SS a 17 24 
ON ee ea 20 | 22 
Ee ono ooo Bbbncowessbaccn 19 29 | 
140 and under 145 : 22 32 
145 an@ under 150........-_-- scinesteiiliaiet 24 | 29 
a 63 | 64 | 
160 and under 170 69 | 56 
170 and under 180 ‘ - . j Hs 46 
180 and under 190 62 | 40 
SEINE IID, «<r cona sass ~o cose naps 60 | 26 | 
ES omen Sdbntoneningabh 51 | 26 | 
210 and under 220 41 20 | 
220 and under 230 33 | 18 | 
230 and under 240 22 16 | 
240 and under 250. i ; 17 | 10 | 
250 and over... : 41 80 | 
Number of workers... ............--------- . 419 | 701 | 717 | 
Average hourly cornings '.........-.----.-| -72 | $1.79 | $1. 66 


' ' 


2Onwoeocoeersecoceareosoanccscc. 


cooaaw 
Pm h DOK COK en CO4e COOK eH ee aI 


PS 28 we OF I BO DD DOO Ge PPO me ne em 
a 


SCH KISH DADCHeNTNOSNGOENUNOTSe Wh 


S 
Ss. 


~ 
SS RRMA IOR See WK WNON SPN Oo 


! Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 


Nore.—Because of rounding, sums of individual items do not necessarily equal totals. 

Source: Estimated by the Division of Research and Statistics, New York State Department of Labor 
on the basis of data for the Northeastern States by industry and for the Middle Atlantic States by durable 
and nondurable goods as determined by the U. 8. Bureau of Labor Statistics. 


TABLE 4.—Changes in average hourly earnings of manufacturing production 
workers employed in industries which had lowest average hourly earnings 
prior to the adoption of the 75-cent minimum wage, New York State 


Gross average hourly earnings 
Soren et 7 
Industry | | Increase, 
. December | . February | April 1950 
April 1950 1955 | February 
1955 


13-industry average 13 | ; $0. 28 





Leather gloves and mittens-__--- 

Perfumes, cosmetics, and toilet preparations 
Canning and preserving 

Knitting mills 

Tobacco manufactures - - 

Women’s, children’s and infants’ undergarments. 
Toys and sportin re and athletic goods 

Pens, pencils, other office materials - _- .-- 
Miscellaneous fabricated textile products 
Lumber and wood products (except “uments ne 
Miscellaneous apparel and accessories - - 
Confectionery and related products - --- 

Costume jewelry and novelties, buttons, notions 


.12 
43 
.30 
.2 
.33 
. 24 
. 25 
. 34 
.33 
. 23 
. 32 
. 2% 


eet et tet et eet tet et tt et et et tt 
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TABLE 5.—Changes in average hourly earnings of manufacturing production 
workers employed in industries which had medium average hourly earnings 
prior to the adoption of the 75-cent minimum wage, New York State 


Industry 





38-industry average 


Other leather products 
Footwear (except rubber) 
Pottery and related products 
Men’s and boys’ furnishings, work clothing, etc 
Handbags and small leather goods. 

Other textile-mill products 

Other paper products . —— 
Paperboard containers and boxes. 
Broad-woven fabric mills. es 

Other miscellaneous industries - _. 
Miscellaneous food preparations... - 

Dyeing and finishing textiles____- 

Dairy products .__-- 

Lighting fixures __ 

Drugs and medicines 

Other chemical products 

Pulp, paper, and paperboard mills_ 
Cutlery, hand tools, and general hs ardware_ 


Communication equipment and related products... al 


Bakery products 

Other furniture and fixtures 

Other electrical products - 

Glass and glass products_ -_- 

Other fabricated metal products... - 

Children’s and infants’ outerwear -- 

Other transportation equipment 

Household furniture. : ae 

Metal stamping, coating, and engrav ing__- nee 

Leather: tanned, curried, and finished 

RebOSr MPOUMM ose dc. doedncecndcne S attiaitiag date re 

Meat products 

Paints, varnishes, lacquers, inorganic color pigments, 
and related products 

Electrical equipment for motor vehicles, aircraft, and | 
railway locomotives and cars 

Men’s and boys’ suits, coats, and overcoats....._.....-- 

Concrete, gypsum, and plaster products 

Iron and ‘steel foundries. ._.... 

Service—industry and household machines._.___-_-_-_- 

Carpets, rugs, and other floor coverings 





Gross average hourly earnings 


| December 


1949 


April 1950 | 


February 
1955 


Besse R SeRsvers 


Increase, 
April 1950- 
February 
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TaBrLE 6.—Changes in average hourly earnings of manufacturing production 
workers employed in industries which had high average hourly earnings prior 
to the adoption of the 75-cent minimum wage, New York State 


Gross average | 


Industry Increase, 
December April 1954 February April 1950 
vty ant ‘ 1955 February 

1955 


32-Industry average ean : 2 $0. 47 


Sugar... ‘ ne i § ! 55 

Other stone, clay, and glass products ; { 6 \ 44 

Instruments, optical goods, watches, clocks............. f 5 , 46 

Other machinery... 55 ¢ 37 

Metalworking machinery. . 5 § 5 453 

Electrical generating, transmission, distribution, and 
industrial apparatus. -_.__ 

Jewelry, silverware, and plated ware. 

Fabricated structural metal products... 

Heating apparatus (except electric) and plumbers’ 
supplies. ea 


49 
41 


a7 


a 


ais 43 
Other primary metal industries......._. 

Grain-mill products a 
Rolling, drawing, and alloying nonferrous metals.__. 

P pee ee equipment and supplies_- a ied 
Motor vehicles and motor-vehicle equipment. oe sapink 
Special-t ry and general industrial p anners aiac 
Aircraffand parts. ; 


. 55 
. 58 
61 
61 
. 63 
. 63 


Industrial irorganic chemicals... 
Nonferrous foundries. 


Blast furnaces, steelworks, and rolling mills_____ 
Ship and boat ‘building and repairing.......- 

Office and store machines and devices 

Soap, glycerine, cleaning preparations, etc_- 

Other printing and publishing and allied industries__ 
Petroleum and coal protaate 

Millinery -.- ‘. 

Beverage industries___. 

Commercial printing ‘and lithography 

Women’s and misses’ outerwear . 95 
Railroad a oad a & ikmnnial 96 | 
Newspapers. eed eee edd Eeiienildneadpanad 2. 44 | 
Fur goods eae cade abe sineaearent 3. 20 


. 67 
. 67 
. 69 
.70 
.74 
. 76 
.78 
. 80 
. 92 


49 
19 
70 
47 
- 29 
48 . 50 
ll .63 
51 | . 45 


1 
1 
1 
1 
l 
1 
1 
1 
1 

Industrial organic chemicals____. uae 1.64 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1. 


BAD ee tt tet et pet et et et ft et tt tt tt ttt 
> Ano a 
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TABLE 7.—Employment trends in relation to current earnings levels, 1947-April 
1954, textile-mill products industry 


[Employment in thousands] 


| 
| Percentage of national 
employment 


ig b 

Increase or Straight 
time 
decrease In average 
percent of ‘hourly 


1947 (aver- | April April national earnings, 
| 
“| 


Employment 


State 


age)! 1954 2 1947 | 1084 total =| April 19543 


United States_...._- 1, 233. 4 1,073.8 | ' $1.34 





Connecticut........-- 39. 28. Y } 55 
New York........ 91.6 6.6 | ; & - 2 | 48 
Rhode Island. ae 62. 6 38 f 3.{ —! 48 
Massachusetts oe 130.3 | 69. j 5. d 44 
Pennsylvania- = 138. 105.1 | . 9. —12.! 44 
Viteins2-- 33.9 | 36. 8 2. < +25 34 
North Carolina...............| 210.4 | 224. 

South Carolina alee . 124. 6 | 134.8 
Alabama itera 52.1 | 48. 

Georgia..... : 102. £ 104. 4 


| 
geet 
miter oe 
_ 


20 
18 


1U. 8. Department of Commerce, Bureau of the Census, Annual Surveys of Manufactures, 1952. 
2 State reports 


’ Computed from State reports on the basis of BLS formulas. 


Note.—Employment data not strictly comparable because of classification differences, adjustment 
benchmark data, and seasonal! variations in employment. 
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TasLe 8.—Employment trends in relation to current earnings levels, 1947-—April 
1954, apparel and other finished textile products industry 


ae in thousands] 


] | 
| Pp i 
Employment Percentage of national 


Straight- 
employment 


time 
average 
hourly 
earnings, 
April 1954? 


| Increase or 
decrease in 
| ————|_ percent of 
| national 
| April 19547/ 1947 | April 1954} total 


| 
1947 (aver- 
age) ! 


United States........... 1, 081.8 | 1,155.1 | 0 | . > $1. 


New York 
Oalifornia 
New Jersey 
Illinois_. 
Massachusetts_- 


Hee hommes | 


NPOnrQnwnwowe aI 


Pennsylvania__._._....- 
Virginia 

Georgia. 

North Carolina 
Alabama 

Mississippi 


f= PS P= £9 68 mh OS > 5 
COAG HOUE AUS 


won etomawe~n | 
SSESSNBNSESS | & 


oy 


1U. 8. Department of Commerce, Bureau of the Census, Annual Surveys of sennmatil 1052. 
2 State reports. 


3 Computed from State reports on the basis of BLS formulas. 


Note.—Employment data not strictly comparable because of classification differences, adjustment to 
benchmark data and seasonal variations in employment. 


TABLE 9.—Employment trends in relation to current earnings levels, 1947—April 
1954, leather and leather products industry 


[Employment in thousands] 


| Employment eer | Increase or 
decrease in vera: 
—| percent of oe 
national y 
1947 (aver- April April total earnings, 
age)! 1954 3 April 1954 * 


Straight- 
time 


United States 
Massachusetts __---_- 
COR etetawe se sims 


New Hampshire 
Pennsylvania 


HSSANwoe@w 
oor ON~A14+10 


qSRSseres 


: - . ean of Commerce, Bureau of the Census, Annual Surveys of Manufactures, 1952. 
tate repo 


2 Computed ton State reports on the basis of BLS formulas. 


Note.—Employment data not strictly comparable because of classification differences, adjustment to 
benchmark data, and seasonal variations in employment. 
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Taste 10.—Differentials between wage rates in New York City and Buffalo and 
4 southern cities 


[Selected low-paying occupations, fall 1952 to spring 1953) 


. Laborers, material 
Watchmen handling 


Straight- Straight- 
time Percent of | time Percent of time Percent of 
hourly Buffalo hourly | Buffalo | hourly Buffalo 
earnings earnings | | earnings 
j } } 


1.57 100. 
1. 51 
1. 06 | 
1.24 | 
L138 
1.04 





Source: U. 8S. Bureau of saber Statistics, Monthly Labor | Review, Sennbe 1953, Occupational Wage 
Levels in 20 Labor Markets, fall 1952-spring 1953. 


TABLE 11.—Gross national product, national income, personal income, and labor 
income, 1938, 1950 to 1955 


[Billions of dollars] 


eaciiiataa National Personal 


| al product | income income 


i 


1 Seasonally adjusted annual rate—preliminary. 
Source: Economic Report of the President, January 20, 1955, and Economic Indicators, March 1955. 


TABLE 12.—Average hourly earnings in selected industries, United States, 1941, 
1950, and 1954 


1941 1950 
Industry (aver- (aver- 


age) 1941-50 | 1950-84 | 1941-54 


$0.74 | $0. . 08 
.73 54 wl 
74 . .02 


.00 . 4 
. 02 . .49 





rer 
2S S25 


ne 


Transportation and ‘public utilities: 
Telephone 


. 58 | “ . 04 
Gas and electric utilities 


. 68 ‘ . 09 
. 83 of a 
.73 . 32 | . 05 


pop pe ee 
sues 


Local railways and buslines 
Trade: 


Wholesale trade . 69 | 35 | 04 


0 | ¥ | . 87 
Service and miscellaneous: 
Hotels, year-round 
Power laundries 
Cleaning and dyeing_. 
Building construction 


41 | 
42 
.51 | 


B2B3 &S Se 


per. . 





Source: Bureau of Labor Statistics. 
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TABLE 13.—Effect of increasing Federal minimum wage rates to 90 cents, $1.10, 
and $1.25, manufacturing production workers, by selected industry groups, 
United States, April 1954 


ree arn Percentage increase in 
» 2ee 1 
= —- es aes payroll if minimrtin is 
Industry increased to— 


190 cents $1.10 $1.25 90 cents) $1.10 $1.25 
} 


is 3 22. 
Durable good . 4.1 13. 

Lumber and wood products; furniture and fix- | 
tures | 

Primary “metal industries; fabricated metal 
products ; el 

Machinery (except electrical) - 

Transportation equipment means 

Instruments and related products : igueata 

Miscellaneous manuf: ae industries - 

Nondurable goods . . a 

Food and kindred products. 

Tobacco menufactures 

Textile mill products; apparel and other finished | 
textile products. -__-. 

Paper and allied products; “printing, publishing, 
and allied industries -- 

Chemicals and allied products; 
petroleum and coal_ __ 

Leather and leather products 


- 
° 


47.! 


o. 


4.2 


oa 


14. : 
43. 
35. 
33. 3 
48. 


— : 
peor: 


= © CWNSO! & 
- &— FPS. 
oA BRE ® 


— 


52. 
17. 


P © PPFSr .. 
= Se A2SOSASR wa 





om 
as 


e. 
ony 
© 
o 


48. 6 


_ 


| 
| 





1 — than 0.05 percent. 


Note.— Estimates made from wage distributions published by U. S. Bureau of Labor Statistics. 
Source: U.S. Bureau of Labor Statistics Bulletin No. 1179—Factory Workers’ Earnings, April 1954. 


Senator Doveias. Our next witness is a very distinguished member 
of the community, Msgr. George C. Higgins. 


We are very olad to welcome you here, Monsignor Higgins. 
Monsignor Hicerss. Thank you, Senator. 


STATEMENT OF VERY REV. MSGR. GEORGE G. HIGGINS, DIRECTOR, 
SOCIAL ACTION DEPARTMENT, NATIONAL CATHOLIC WELFARE 
CONFERENCE 


Monsignor Hiceins. My name is Msgr. George C. Higgins. I am 
the director of the social action department of the National Catholic 
Welfare Conference, Washington, D. C. 

The social action department is that section of the NCWC, the 
national secretariat of the American Bishops, which deals with all 
matters such as the one being considered by this committee, namely, 
amendments to the Fair Labor Standards Act. 

The NCWC social action department is in favor of an amendment 
to this act which would raise the legal minimum wage for covered em- 
ployees from the present rate of 75 cents per hour to at least $1 per 
hour and preferably to $1.25 per hour. 

Secondly, the social action department is in favor of an amendment 
which would bring permanent and migratory agricultural labor under 
the law. 

Before discussing either of these proposed amendments in detail, 
I would like to state for the record that the interest of the NCWC 
social action department in minimum wage legislation, both Federal 
and State, goes back many years. The first director of the social action 
clepartment, the late ‘Msgr. John A. Ryan, wrote one of the first 
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authoritative studies on the morality of the living wage as early as 
1906. 

Four years later he drafted the text of the first minimum wage bill 
to be proposed in his native State of Minnesota. This bill, which was 
one of the first introduced anywhere in the United States, failed to 
get out of committee. However, a revised version of the bill was passed 
by the Minnesota legislature in 1913. Monsignor Ryan also served 
on one section of the Minnesota Minimum Wage Commission and later 
served in a similar capacity in the District of Colsnbia. , 

Senator Doveras. I would like to say that it was my privilege to 
have known Monsignor Ryan. I think he was one of the noblest men 
it has ever been my privilege to know. And that was the general 
feeling, I think, of the citizens of the United States toward Monsignor 
Ryan. 

I am very much interested in your next paragraph also. 

Monsignor Higerns. One of Monsignor Ryan’s students, Father 
Edwin O’Hara of the Archdiocese of Portland, Oreg., helped to write 
the Oregon minimum wage law for women. The then Father O'Hara 
is now the bishop of Kansas City, Mo. For a number of years, as 
bishop of Great Falls, Mont., he served as episcopal chairman of the 
NCWC social action department. 

Senator Dovenas. For a year I lived in the State of Oregon and 
became acquainted with Father O’Hara. He was the driving force for 
the minimum wage in the State of Oregon. 

He has a great concern for people who are underprivileged and in 
difficulty, combined with charity and sentiment and diplomacy in 
action. And it was one of the privileges of my young manhood to 
know him and to work with him, as a matter of fact, on the develop- 
ment of the minimum wage in the State of Oregon. I have never seen 
him since, 

Monsignor Hicerns. I will relay those kind words to him, Senator. 

In 1938 the social action department testified in favor of the origina! 
Federal Fair Labor Standards Act, but it regarded this act (with its 
sliding scale of 30 to 40 cents per hour) merely as a first step in the 
right direction. 

In other words, the original minimum wage was not regarded as 
adequate even by the standards of 1938. Accordingly, when the op- 
portunity presented itself in 1945, the social action department testi- 
fied in favor of increasing the minimum wage from 40 cents per hour 
to at least 75 cents per hour. Again, however, even this figure was 
not regarded as adequate, but was looked upon merely as a further 
step in the right direction. We said in our 1945 testimony that— 
the amendment does not establish at any of its figures a minimum family living 
wage. They move toward it, however, and that is so much to the good. 

Our attitude is the same with respect to the amendments now being 
considered by this committee. None of the figures so far recom- 
mended, including the $1.25 figure which the social action depart- 
ment favors, can be said to establish a minimum family living wage. 

Every available statistical study indicates that a minimum family 
living wage—and I underline the word minimum—is far in excess of 
$1.25 per hour. To cite but one example, which has undoubtedly been 
referred to more than once in these hearings, the minimum family 
budget prepared by the Bureau of Labor Statistics in 1951 for 34 





1384 AMEND FAIR LABOR STANDARDS ACT OF 1938 


representative communities ran from a low of $3,812 to a high of 
$4,454. As adjusted to take account of price increases since 1951, even 
the low figure of $3,812 would average out to an hourly wage of ap- 
proximately $1.95 on the basis of a full work year of 2,000 hours. 

Other reliable estimates of a minimum family budget—for example, 
the studies prepared by the Heller committee of the University of 
California—average out to a considerably higher hourly rate of wages. 
Thus, it is evident that the $1.25 figure, which we are recommending, 
is, as already indicated, merely a step in the right direction. It is not 
by any means an adequate living wage for the typical American 
family in any section of the United States. 

Our reason for stressing this point will be obvious to anybody fa- 
miliar with Catholic teaching on the subject of wages. According to 
Catholic social teaching, a family living wage—that is, a wage ade- 
quate to provide a decent minimum of food, clothing, shelter, health, 
culture, and recreation for a man and his wife and children—is re- 
quired in strict justice. 

This teaching is one of the basic planks of the 1919 bishops’ pro- 
gram of social reconstruction. This important document, by which 
the NCWC social action department has been guided in determining 
its own policies, called for a family living wage law which would be- 
gin by requiring merely enough for present normal maintenance of 
a family, but would gradually require enough for protection during 
sickness, accidents, invalidity, and old age. The Bishops’ Program for 
Social Reconstruction also stated that the right to a family living 
wage has priority over the right of an employer to take interest on his 
investment. This will indicate how seriously the obligation to pay a 
family living wage is taken in Catholic social teaching. 

We do not say that the Government, either Federal or State, should 
assume complete responsibility for the discharge of this obligation. 
We do say, however, that the Government has the right and the duty 
to establish a reasonable minimum wage. This principle is now gen- 
erally accepted in law, and I would have said, until I read a news- 
paper account of some of the testimony before your committee, gen- 
erally approved by public opinion in the United States. 

A few statements that have been made before your subcommittee 
make me wonder if that statement is as accurate as I thought it was 
when I wrote it. It remains merely to apply the principle as realis- 
tically as possible in the light of economic conditions. This is what 
we are attempting to do in recommending a minimum wage of $1.25 
per hour. 

The following additional comments on the proposed amendments to 
the Fair Labor Standards Act may help to clarify our position. 

(1) An increase from a 75-cent minimum in the law to a $1.25 
minimum is an increase in law, but only partially so in fact. Many 
workers now covered by the Fair Labor Standards Act would not re- 
ceive an increase under the proposed amendment and many others 
would receive a relatively small increase. The amendment would, 
however, protect many thousands of workers who are now working 
for oppressive wage rates too far below a decent standard of living. © 

(2) The differentials between the wages of those covered by the 
Fair Labor Standards Act and those not covered by the act would, 
of course, be widened by this amendment. This is admittedly a serious 
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problem. But the Federal Government is not empowered to protect 
the wage rates of all the people, even if it wanted to. And I might 
add that the record is very cnt that for one reason or another, the 
Federal Government has not wanted to protect all of those that it 
could and, in my opinion, should protect. 

The answer to the problem is to go as far as the Congress can pru- 
dently go without abusing its powers and simultaneously to work for 
similar legislation in the various States to protect those whom the 
Federal Government cannot or will not iad under the terms of the 
Fair Labor Standards Act. That the Federal and State Governments, 
in combination, do not protect all workers is not an argument against 
the Federal Government’s protecting some; it is, rather, an argument 
in favor of extending the coverage of both Federal and State laws in 
this field. 

Senator Doveias. I was impressed many years ago, reading the 
decision of the United States Supreme Court in the case of Miller 
versus California, I believe, in which one of the objections to an 8-hour 
law for women in the State of California was that its application was 
limited to certain industries and did not extend to other industries. 

The Court held that it was proper for the Government to deal with 
proximate evils, to proceed step-by-step, and it did not have to encom- 
pass all of industry in its initial stages. 

Monsignor Hicerns. I am afraid we would have very little legis- 
lation if we didn’t follow that policy. | 

(3) Minimum wage legislation, Federal and State, is not supposed 
to establish complete wage justice. Rather, it should establish a mini- 


mum living wage and then leave the rest of the job to collective bar- 
gaining between labor and management. 
Accordingly, it is not a valid argument against our prepoees amend- 


ment to say that it does not establish the full standard of wage justice 
to which American workers are entitled. The Government she not 
try to do everything; that way is the way to some form of statism or 
totalitarianism. 

(4) If a few companies or industries find it necessary to increase 
their prices to meet an increase in the minimum wage, that is a rela- 
tively small thing to pay in the interest of wage justice. 

Dr. Lubin touched on that point in passing at the end of his testi- 
mony, and I quite agree with him that the rational consumer must 
expect to pay prices adequate to give a decent minimum standard of 
living to workers. 

If certain individual firms within particular industries cannot pay 
a decent minimum wage, that is simply proof that labor and the gen- 
eral community are subsidizing their inefficiency. There is something 
radically wrong with an industry or a firm that cannot support its 
employees at a decent minimum standard of living. 

It should be overhauled by joint cooperation between its employers 
and workers as represented by their unions. If necessary, the two 
groups should ask for the counsel and assistance of government. 

(5) Some have pointed to the possibility—and I mention this only 
because it has been brought up by some people interested in the act— 
that a sizable increase in the minimum legal wage might result in the 
unemployment of elderly or physically handicapped workers in some 
types of industry. 
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In other words, some employers might argue that, since these work- 
ers, in some cases at least, are not as eflicient as younger or more able- 
bodied workers, it would be economically impractical to retain their 
services at a wage rate higher than the one shich they are now being 
paid. This is not an argument against increasing the legal minimum 
wage under the Fair Labor Standards Act, but it is, peoeerenry at 
least, a problem which calls for careful consideration and study. 

I don’t know the answer to it. I merely mention it in passing. 

Senator Doucias. As you know, there is a provision in the present 
act providing for special rates lower than the minimum for learners, 
apprentices, and the physically handicapped workers. You would 
favor the continuation of that provision, and perhaps the setting up 
by the Department of Labor, of a special commission to go into the 
matter ? 

Monsignor Hicerns. I would, but I would hope that the Commis- 
sion would also go into the matter with a view to finding out whether 
these exemptions are always as necessary as they claim they are, and 
ulso with a view to suggesting some way of providing these people 
with a decent minimum. 

They have to live, the same as anyone else. 

Senator Dovenas. If the effective date on which the provisions 
would go into effect were postponed for a few months, that would 
permit study on this very point / 

Monsignor Hicarns. Yes, sir. 

(6) The bishops’ program of social reconstruction, referred to above, 
advocated only State minimum-wage laws. It did so because at that 
time the Constitution was so interpreted as to make it impossible 
for the Federal Government to legislate in this field. 

This limitation of the bishops’ program is not an argument’against 
Federal legislation to cover most of the workers who are under Federal 
jurisdiction. Rather, it is an additional argument in favor of legis- 
lation by the States to cover those workers whom the Federal Gov- 
ment cannot or will not protect. Therefore, we take this opportunity 
to appeal to the States to enact adequate minimum-wage legislation 
to protect those workers who are exclusively within the jurisdiction 
of the States, including farmworkers. 

It is enough to say on that that we are hearing more and more about 
States rights. Here is a chance for the States to exercise their 
rights. They have neglected to do it over a long period of years, and 
their failure to do it in the minds of some of us casts some doubt upon 
the sincerity of the slogan. 

May I conclude with a few comments on the specific problem of 
protecting the wage rates of migratory farmworkers. The migra- 
tory farm labor problem is not the problem of the isolated farm- 
worker on a general family sized farm, but the problem of the 5, 
10, 50, or 100 or more workers on a large commercial farm. 

In considering the migratory farmworker, the difference between 
a family farm and a commercial vegetable, sugar, or fruit farm is very 
sharp and is the central point to be considered in recommending trade- 
union or legislative remedies. 

In our laws, we tend to merge the two types of farm. An iso- 
lated farmhand on a general farm meets one set of circumstances and 
problems. Five or a dozen or a hundred workers on a commercial 
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farm—a business farm, an industrial farm, a factory-in-the-field 
meet an altogether different set of circumstances and problems. 

This other set of problems on the commercial farm has not yet 
been considered in our laws. The laws have been written in terms 
of the single farmhand on the general farm, and consequently, the 
migratory farmworkers who work by the dozens and hundreds and are 
the farming equivalent of industrial workers go completely unpro 
tected. 

How much and what kind of Federal protection they need is the 
question and not whether they need it. Similarly, how much and 
what kind of State protection they need is the question, and not 
whether they need it. 

We recommend full protection of these workers by the law and by 
the concerted action of the unions. As far as legislation is concerned, 
probably the principal distinction to be made is the distinction between 
the family farm and the commercial farm—as to the protection of 
the employees’ right to organize and as to their coverage under wage 
hour laws and social-security laws which do not now protect them. 

One way of handling the matter would be to decide that any farm 
hiring at any one time more than five persons should come under 
the Federal law on wages and hours, on social security, and on other 
matters subject to Federal jurisdiction. Effective State legislation, 
which could be guided by this same formula, is also very necessary. 

In concluding this brief statement in favor of extending the bene- 
fits of the Fair Labor Standards Act to farmworkers in general, and 
to migratory farmworkers in particular, I would call attention to 
the fact that this proposal was strongly supported just a few weeks 
at the seventh regional conference of the Catholic Council for the 
Spanish-Speaking, a group established by the bishops of the south- 
western part of the United States several years ago to concentrate on 
the economic and social and civic problems of the migratory workers 
and of the other Spanish-speaking people in the southwestern region. 

I would recommend that the council be invited to submit testimony 
to your committee. 

Senator Doucias. We had intended to close the hearings this week. 
Do you think a representative from this council could appear on such 
short notice ? 

Monsignor Hiearns. I wouldn’t know whether they could personally 
aia because of the distance and time. 

Senator Dovetas. Is there any possibility that Archbishop Lucey, 
who I know is very close to this et ms could come ? 

Monsignor Hiearns. I waelain’t be able to answer that, Senator. 
I would say if it were possible for him, I know he would be happy 
to, and in any event, I know he would be happy to testify in writing. 

Senator Dovetas. While we close the hearings on Wednesday, we 
plan a Monday hearing for rebuttal statements of the Department 
of Labor, and that may involve further testimony, so that we could 
hold a hearing on Tuesday, a week from tomorrow. 

Monsignor Hieerns. I would be glad to talk to your staff representa- 
tives and see what arrangements could be made. 

Senator Dovexas. I would appreciate that, if you would do so. 

Monsignor Hicerns. No other organization in the United States 
is in closer contact with the tragic problems of migratory workers or 
better equipped to recommend effective remedies for these problems. 

62569 Pt. 3—55——10 
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Senator Dove.as. I may say that in many cases, the Catholic 

and as you know, I am not a member of your faith—is the 

best, and in some cases, I am sorry to say, the only protector that 
these migratory workers have. 

Monsignor Hicerns. The particular group to which I refer feels 
very strongly on the necessity of some amendment to bring people 
in—to bring migratory workers under the act, because you have to 
live in that area, as they do, to know what this lack of protection 
means in terms of human suffering and from the point of view of 
the church, what it means in terms of spiritual suffering. 

It is probably the greatest single economic and social problem that 
the church in this country is confronted with, and we see, speaking 
for that group, I think T could say we see no other solution except 
strong trade union activity among those workers and strong protec- 
tion under the law. 

The first. step, I think, would be to bring them under existing pro- 
tective legislation with the hope that that may give them enough self- 
sufficiency and self-reliance that they will become effective members 
of trade unions and then be able to begin to solve their own problems. 

Thank you very much, Senators, for inviting us to appear and for 
your courtesy to me, personally. 

Senator Doveras. Thank you very much for coming, and you will 
get. in touch with Mr. McClure of our staff about someone testifying 
before the committee? 

Monsignor Hicerns. Yes, sir. 

Senator Doveras. We set aside the first week for members of organ- 
ized labor and held seven sessions. We set aside another week for 
testimony of the employers and allowed them 10 sessions. 

So we have already given 40 percent more time to employers than 
to representatives of labor. There is one witness on the part of labor 
who found it impossible to come at an earlier date, but who is in the 
city for a day and who represents an industry which is very important 
in this matter. Representatives of that industry have already 
testified. 

I am going to extend to him the right to testify this morning, but 
with the understanding that the committee will get in touch with 
representatives either of the Chamber of Commerce or the NAM and 
invite an additional witness to testify from the employer ranks if they 
care to do so. 

With that introduction, may I ask if Mr. A. F. Hartung, president 
of the International Union of Lumbermen and Woodworkers of North 
America, CIO, is here? 

Mr. Hartung, we are very glad to have you here. 


STATEMENT OF A. F. HARTUNG, PRESIDENT, INTERNATIONAL 
WOODWORKERS OF AMERICA, CIO 


Mr Harrune. Mr. Senator, members of the committee, I appreciate 
very much your giving us the opportunity to appear at this time, as 
we do have a long way to travel from the west coast. 

I have a prepared statement, and I will go through it, and I would 
like to make some additional comments as I go through the statement. 
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I am A. F. Hartung, president of the International Woodworkers 
of America, CIO, representing 140,000 workers in the lumber and 
wood products industry of which 25,000 are located in the southern 
part of the United States. 

I appear before you to express the support of our union for the 
increased coverage and the elimination of exemptions required by the 
Lehman bill, S. 662, and to state our views on the subject as it relates 
to the lumber industry. 

In the recent report of the Labor Department prepared for your 
committee, table 6 showed southern sawmills having the lowest average 
hourly rate of all major southern industries—S6 cents per hour— 
involving the second largest number of workers—171,000. This same 
table 6 notes that to increase the minimum wage to $1.25 per hour 
would affect 94 percent of the production workers in the sawmills of 
the South, and increase the wage bill by 44 percent. 

I want to point out, Senator, that this 86 cents per hour, as shown 
by the Labor Department presentation, includes all of the organized 
plants, also, and many of them do have better than $1 an hour mini- 
mum rate, now. So it shows the picture throughout the industry 
when only 86 cents is the average rate. 

There is no denying that this situation would have some effect on 
many of these sawmill operations. However, the effects have been 
brought about by the operators’ own choice of refusing to share with 
their workers a fair portion of their profits over a period of years. 
A day of reckoning was bound to come, and it now appears at hand. 

Operators cannot forever milk the benefits dry and leave nothing 
for the operation, the resource, or the worker, and this is exactly what 
has happened in the industry in the South for far too many years. 

Most of the sawmills that would be affected by a $1.25 minimum 
are those which have continued to operate with obsolete equipment, 
by outmoded methods and in dilapidated buildings of nothing more 
than frame structure. 

I might state that I have traveled extensively in the South. I have 
been in a lot of these mills that I am talking about, and the mills that 
are holding the wage level down are old-fashioned, and there has been 
no improvement made in them for a period of years. 

They have been satisfied to make the profit that they are making 
and taking it out of the hides of the people who work for them. 

Senator Doveias. The lumber operators who appeared here referred 
to these mills as so-called peckerwood mills, the small mill which is 
moved from place to place, and which has only a few workers. 

Mr. Harruna. They use that expression, Senator. However, that 
is what we call movable mills, and they operate in other parts of the 
country very successfully and do pay a fair and reasonable rate. In 
such areas as in Colorado, Wyoming, Montana, you find many of those 
small portable mill operations, and my testimony will show later on 
that they do pay a much higher average than what we are asking for 
in the minimum rate. 

Unlike the more progressive operators, who are a credit to the in- 
dustry and their communities, they have not put any money back into 
their plants for improvement of equipment, or to provide safer or 
better working environment. Because of this, their production is low 
and costly. 
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The same mill men are cutting timber that is only 6 to 8 inches in 
diameter. They are not letting the timber mature to its proper 
growth of 12 to 14 inches in diameter, as should be the case. Thus, 
they are robbing a very precious natural resource with no intent or 
effort on their part to replace what they cut, or to log by any systematic 
plan. 

Senator Dovag.ias. I would like to ask a technical question. In the 
South, as I remember the area, the natural growth is primarily the 
loblolly pine, which is crooked and knotted, but which grows very 
rapidly, as contrasted with the magnificent Douglas fir which is char- 
acteristic of the Pacific Northwest, which grows more slowly, but to 
a much greater size. 

Now, I suppose the southerners would say that the most economical 
cut for them is the smaller pine, 6 to 8 inches, and that they can grow 
another crop rather quickly with the self-seeding of the cut-off forest. 
They will also say that their need for income is so great particularly on 
the part of the small operators, that they want to continue to get pres- 
ent income. The fact furthermore that they have a technical problem 
of rapid growth, which probably would never grow to the diameter of 
the Douglas fir, causes them to cut these trees of a smaller size than 
is true of the Pacific Northwest. 

What would you say to that? 

Mr. Harrune. My answer to that, Mr. Senator, is this: That we 
state they are cutting from 6 to 8 inches, and we recommend that it 
should be left to grow to 12 to 14 inches. 

Senator Doue.as. Even of the loblolly? 

Mr. Harruna. Yes. Now, I have been through the operations and 
I have been in the Warren plant in Warren, Ark., and different plants. 


The larger operations do cut larger timber, and as you go through 
the plants, you will find most of their logs will run from 14, 16, to 
as high as 20 inches. 

It is these small operations that are going out that have no stand- 
ards of timber that are cutting this small stuff, and consequently, it 
does put them in a very competitive position. 

However, I want to pom out there, Senator, that it is pretty well 


known that a cut of 37 billion feet a year in the United States, which 
is about what it has been running in the last 4 or 5 years, is a bigger 
cut than actually our growing timber would allow. We are actually 
moving into the reserve, even at that figure. 

So it is nothing but poor planning when they allow timber to be 
cut of that type, and sooner or later this country is going to pay the 
penalty for this type of operation. 

Senator Dovetas. Don’t you think it has already paid a good deal 
of penalty ? 

Mr. Harrune. We are. We have many ghost towns all over the 
country. 

Senator Dove.as. And erosion resulting from overcutting. 

Mr. Harrune. That is right. 

These same sawmill operators paid an average hourly wage of 69 
cents in 1949. When the 75-cent minimum was established in 1950, 
their new average hourly rate became 80 cents. Since 1950, and up 
to April 1953, the rate has increased to an average of 86 cents, and 
that is about the status today. 
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Thus, during a period when the average earnings of all manufac- 
turing activity was increasing by 25 percent, these sawmills only in- 
creased 6 cents an hour, or 8 percent. Had these sawmills kept pace 
with all other manufacturing during this period, their workers’ aver- 
age-hourly rate would have been at least $1 per hour as of April 
1953. 

What happened in 1950 was that the workers below 75 cents were 
brought up to that figure, but few corresponding adjustments were 
made for workers who were already at or above that level. 

Consequently, this created the effect of depressing the entire wage 
structure so that in effect the average hourly rate in the sawmills 
today is their minimum rate, as well, since the great preponderance 
of workers are at that level or below. 

The important point to make before this committee, in my opinion, 
is the fact that while the wage rates are ridiculously low and com- 
pletely out of line with justice, the lumber operators in the South 
have always maintained the highest prices for their product that the 
market will bear—prices that are comparable to those in effect for 
lumber from the west coast, where the average hourly rate is $2.20. 
The Rocky Mountain area average rate is $1.75; midwest average rate 
is $1.45. 

I would like to point out, Mr, Senator, that this $2.20 average on the 
west coast does not include any benefits, nor do any of the other quoted 
areas. Now, the Rocky Mountain area also cuts a small pine. You 
find the trees there running from about 12 to 16, or 18 inches. 
Eighteen inches is about as large as you will find them there. 

Now, they use a lot of those portable mills, and they move from place 


to place, from site to site, and still the average wage paid in Wyo- 
ming—we have operations in Walden, Colo.; we have Spent in 


Wyoming, and operations in Montana. However, the } 
is still higher than $1.75. 

So through proper management and proper equipment, those peo- 
ple can pay that average, plus additional benefits, and they are all 
making money. 

The rate in the South, as we point out later on in this survey here— 
we are not stating that even though had the operators met the 25- 
cent. increase—or 25 percent increase—that that would give the 
southern lumber operators a decent. standard of living. 

Just to keep up with the cost of living with a group of workers who 
start out at a substantial level, in our opinion, is not enough. We 
must have additional increases so that the purchasing power of these 
171,000 workers in the South is brought up so they can have some- 
thing besides merely a roof over their head and something to eat. 

So even if the $1.25 is established, it certainly is not bringing these 
workers up to any high bracket. 

Senator Doveras. Do the differences in size make these comparisons 
difficult? I notice that No. 2 and Better was 1 by 6 inches. 

I notice that No. 3 common was 1 by 8 inches. 

Mr. Hartune. A 1 by 6 inch board is pretty large board insofar as 
your small board that pine could produce. Your western pine No. 3, 
that is your—it goes into generally No. 2 boards or No. 3. 

Now, you will notice in comparison with Douglas fir—I have Doug- 
las fir listed there, No. 1 Common, 2 by 4 inches, which is considered 


ontana rate 
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the bellwether or the indicator which shows whether lumber prices 
are good in fir, and that is your 2 by 4 inches, and you will note that 
No. 1 only sells for $84.86, and flooring B and Better, 1 by 4 inches, 
$131.91. 

So when you 

Senator Doveras. With one exception they show an increase be- 
tween 1954 and the first quarter of 1955. 

Mr. Harrune. All except the one flooring item, and that is only 
for the first quarter. 

The United States Department of Commerce Survey of Current 
Business in its April 1955 issue shows the following price comparisons 
on the “bellwether items” of each major lumber region as an indica- 
tion of price levels: 

TABLE 1 





1955 (1st 


Southern pine... -_.. | No. 2 and better, 1 by 6 inches 

| Flooring, B and better, 1 by 6 inches 
Western pine 
Douglas fir_........- No. 1 Common 2 by 4 inches 

| Flooring, B and better, 1 by 4 inches 


It is our considered opinion, supported by numerous experiences, 
that if the minimum wage is increased to $1.25 per hour, the efficient 
mills will adapt themselves successfully, while the inefficient “bleeders” 
of the industry, its resources, and its manpower, will, in many cases, 


be forced out of business. 

We are not too concerned about this prospect because such operations 
are no credit to the free enterprise system and are, in fact, a detriment 
to the entire industry. 

I might say there, Mr. Senator, that on the Pacific coast and in the 
other areas where, through collective bargaining, we have been able 
to raise the wage brackets way up above $1.25 minimum, that there 
also were many inefficient mills in those areas. 

Surprisingly, though, despite the fact that during the course of 
negotiations, many of the operators stated they would have to go out 
of business, and the contrary was true. They did have to increase 
the efficiency of their mills, and anyone that has any available supply 
of timber can get sufficient financial backing, because even the large 
insurance companies are now making loans into the jumbering indus- 
try, some of the companies borrowing as much as 40 or 50 million 
dollars. 

Senator Dovatas. As I remember it, on the eastern side of the coastal 
range, due to less rainfall than on the western side, the trees are 
appreciably smaller than on the west side. 

Mr. Harrune. That is correct. 

Senator Dovgias. Now, have the mills on the east side of the range 
had difficulties ? 

Mr. Harrune. Yes, every one of them, Senator. The only mills 
that have actually gone out of business in any of those areas is where 
they were absolutely cut off of standing, available timber, and the 
cost of transplanting the raw material became too great. 
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Now, those mills probably went out of business in one area, and, of 
course, that is a common practice in the Pacific coast at the present 
time, because of the cut-out and get-out policy of earlier days. 

While they might go out of business in one place, they move into 
California or some other region, and many of them, because they were 
forced to increase the efficiency of their mills, are making more profits 
than they ever made in their edly 

The larger, progressive, and responsible companies in the South are 
paying minimums in excess of $1.25, and these companies are being 
competed against by those who would take all the cream from the 
top of the bottle and pay little or no attention to their economic or 
social responsibilities to their workers, to the industry, or to their 
communities in which they operate. 

The responsible and ethical companies are carrying the burden of 
the industry by their advertising, their operating policy, and their 
public relations program. They should be protected from “free 
riders” at least to the extent of Federal legislation for a just, minimum 
wage in keeping with the profit structure of the industry. 

Mr. M. W. Smith, Jr., speaking before this committee April 29, 
as representative of the Southern Pine Industry Committee, stated- 
that they could not raise prices to meet an increase in the minimum wage because 
of the competition of substitute products, imports, and lumber from the Pacific 
Northwest. 

Mr. Smith’s statements will not stand up before the figures of his 
own Southern Pine Association which clearly show that year in and 
year out, this region consistently ships as much or more than it 
produces. 

I might state, Mr. Senator, that the west coast is again shipping 
large quantities of logs to Japan. They have taken the raw material, 
and I will joint out later on that most of these companies that are in 
the lumber business are the prime importers of this so-called cheap 
competition. 


TABLE 2.—Southern pine in million board-feet 


sah oa : — lia ide 
Production | Shipments | New orders Year | Production | Shipments | New orders 


| 
8, 616 8, 653 1951......__.| 8, 495 | 8, 436 8, 385 
8, 440 (1) ] 1950........-| 9,939 | 10, 045 | 10, 153 
eles 8, 789 8, 774 | 1000......-... 8, 259 | 8, 339 8, 260 


1 Not reported, 
Source: Southern Pine association. 


It is doubtful that any industry paying higher wages than the 
y 


southern sawmills can show as highly favorable a balance between 
their production, orders, and shipments with prices at a steady and 
constantly high level. 

In the Sinhat industry, only so much can be produced in a year, and 
a ready market awaits it all, irrespective of substitute materials or 
imports. In fact, the United States Department of Commerce reports 
that this country consumes at least 2 billion board-feet more each year 
than we can produce here. The competition factor just won't hold 
water in the case of this industry. 

For example, the National Survey of Lumber Demand and Supply, 
in its 95th quarterly report of the Lumber Survey Committee, sub- 
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mitted to Secretary of Commerce Weeks, February 25, 1955, pointed 
out that the total lumber production in this country in 1954 amounted 
to 37.2 billion board-feet while the national lumber consumption, as 
prepared by the National Lumber Manufacturers Association, was 40.2 
billion board-feet. 

Thus, in the year 1954, 3 billion board-feet more were consumed in 
the United States than were produced, and this slack has to be taken 
up by imports. This is our answer to the testimony of Mr. Robert N. 
Histon general counsel of the Hardwood-Ply wood Institute, who testi- 
fied before this committee on April 29 that “the present wage scale | 
should be continued in the face of ‘unfair’ competition from low- 
wage countries such as Japan and Finland.” 

It may be of some interest to this committee to know that some of 
the major companies in the United States are, themselves, purchasers 
of plywood and veneer from Japan and Finland. 

1 would refer you to the Journal of Commerce Import Bulletin 
which gives a detailed weekly report of foreign cargoes entering at 
leading United States ports in substantiation of this statement. 

These companies purchase at low foreign prices and sell at top 
United States prices—so it cannot be too logically argued that the 
public is getting any price benefit from cheap imports in this industry, 
or that the industry is being hurt by such imports. 

The Hardwood-Plywood Institute is associated with the “Protec- 
tionists” and their testimony should be considered in light of this 
fact because, to our knowledge, an increase in the minimum wage to 
$1.25 will not affect very many of the hardwood-plywood companies, 
most of whom are at or above this figure at the present time. 

The exemption in section 13 (a) (15) provided by the 1949 amend- 
ment to the Fair Labor Standards Act for forestry operations em- 
ploying not more than 12 workers is completely unrealistic and should 
be discontinued. 

The present-day method of logging, aided by improved equipment, 
lends itself more and more to fewer workers in an operation. Large 
companies are making up small crews under independent names and 
paying a contract rate for logging As this procedure spreads, more 
and more workers will lose the protection of the wage and hour law, 
and under the “on-again, off-again” policy of the new NLRB it is 
almost impossible for such workers to organize under Government 
election. 

Senator Doveias. What do you mean by this “on-again, off-again” 
policy? Do you mean assuming jurisdiction and refusing to assume 
jurisdiction ? 

Mr. Hartune. Refusing to assume jurisdiction. The latest one 
that we have in the lumbering industry is the amount of business a 
company must do. At one time it was down to $50,000. Now they 
have raised it up to $100,000. So when you get into these small break- 
downs and the companies are moving in that direction, they don’t 
have the business. 

Then we also have the twice-removed theory that the Board has at 
least injected into the lumbering industry, where if I log the logs and 
T sell them to a mill and he uses a broker to handle his output, we 
are twice removed so we don’t have any protection under the NLRB 
in that case, and the policy changes every 24 hours. 
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Nobody knows where we are, and without the protection of Wage 
and Hour, these companies are working whatever time they feel, and 
the large companies are setting up dummy companies, financing 
individuals, and they are putting it into crews of 8 and 10, It is 
companies like Crown-Zellerbach. 

Senator Doveias. That is in the logging. It would not be true 
of sawmilling, would it ¢ 

Mr. Harrune. Well, the sawmilling is not so predominant in it, 
because it is pretty hard to have a small sawmill small enough to 
operate with 12 men. However, it is affecting pretty near all of the 
loggers, and they do have short seasons because of the weather condi 
tions and it is a very hazardous industry. 

If there is any group of people that should have the protection 
of Wage-Hour, it should be them. 

The report prepared by the United States Department of Labor 
entitled ‘ Results of the minimum-wage increase of 1950” should be 
clarified on this point about the effects of the exemption of the logging 
operations employing 12 or less workers. 

The report states that in the operations where logging and saw- 
milling are part of an integrated operation, the minimum-wage ex- 
emption has been used little, if at all. However, the important point 
is contained in the report footnote on page 25— 
operations, exclusively logging and not integrated with sawmilling, were not 
surveyed. 

Since‘this amendment went into effect, large companies throughout 
the country have turned to contracting out their logging operations 
which provide for 12 or less workers. 

I should like to point out to this committee that these are exactly 
the type of operations which should have been surveyed. They are 
the operations which Mr. R. E. Canfield, counsel for the American 
Pulpwood Association, had reference to and wants to have continued 
under the exemption ruling, according to his testimony before this 
committee on April 29. 

The South will become a pulp-producing area to a greater and 
greater degree with each passing year because of the type of trees, 
their size, and rapid growth. Paper companies are expanding rapidly 
into the South. Thus, logging of pulpwood will be a major part of 
the entire logging segment of this industry in the South. 

There are few industries in the United States doing better, finan- 
cially, than the paper companies who will be the purchasers of the 
pulpwood, or who will log this pulpwood in their own operations, and 
they can well afford to pay and abide by a fair minimum-wage law. 

I noticed that the first quarter earnings reports compiled by the 
Wall Street Journal, and printed in their May 4 issue, indicated pulp 
and pease profits up 8.9 percent over a year ago, when profits were 
at a high level for this industry. 

Throughout this country there are many thousand more independ- 
ent logging operations than there are integrated operations, and these 
independent operations are a major factor in any consideration of the 
overal] exemption question. They should be included under the provi- 
sions of the act, in our opinion. 

In southern sawmills with 8 or more workers total employment 
dropped from 180,000 in 1949 to 171,000 in 1953—about 5 percent. 
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I want to again call your attention to the production figures. You 
will note that during this period of time production has been as good 
or better when more workers were used, which shows that the pro- 
ductivity of the workers in the southern area is increasing just the 
same as it has on the Pacific coast, where average productivity increase 
runs better than 5 percent a year. It has over the past 8 or 10 years. 

But this drop cannot be attributed to the minimum-wage increase 
because the pattern closely parallels the employment trend in saw- 
mills, seeline: throughout the country, where the 75-cent minimum 
wage ruling had practically no effect. 

It has been our experience that while mills move in and out of this 
industry on a feast or famine basis the workers are usually absorbed 
by larger and more diversified operations, with steady employment, 
to the betterment of all concerned. We are firmly convinced that a 
$1.25 minimum will have a no less advantageous effect. 

The cost-of-living index has increased since 1949 by approximately 
14 percent. But, as previously noted in my prepared statement, wages 
increased only 8 percent during this same period in the sawmills of 
the South. This is just another indication of the callous attitude of 
the low-wage paying mills toward their employees and the communi- 
ties in which they operate. 

In the Wall Street Journal report previously referred to, reference 
is made to building material companies racking up 55 percent higher 
profits in the first quarter of this year compared with a year ago. 
Lumber is contributing a major share of this sensational increase. I 
will mention but a few of the companies who have either direct or 
indirect southern lumber interests: 

‘Georgia Pacific Plywood Co., profits up 351 percent; Masonite 
Corp., up 160 percent; Coos Bay Lumber Co., up 151 percent; Long- 
Bell Lumber Co., up 135 percent. 

Senator Dove.as. Is the Long-Bell an affiliated company of Weyer- 
haeuser ¢ 

Mr. Hartruna. No, it is a separate company. 

Senator Doveras. It doesn’t have any degree of common owner- 
ship ¢ 

Mr. Harruna. No, not to the best of my knowledge, and as far as 
our records indicate. 

Senator Dove.as. They also have lumber interests in the South ? 

Mr. Hartune. Yes. We have one of their plants organized. 

Scott Paper Co., up 57 percent; Weyerhaeuser Timber Co., up 33 
percent ; Rayonier Corp., up 31 percent. 

Weyerhaeuser, of course, is considered to be the largest lumber com- 
pany in the world, and I might state that their profits last year were 
etter than $36 million. 

Senator Doveras. This is the Weyerhaeuser Co. ? 

Mr. Harrune. Yes, sir; and they paid a dividend of about $4.90 a 
share. That was for last year. You will note that their profits are up 
33 percent over that this year. So those figures just indicate the 
healthy condition of the lumber industry, and whenever any indus- 
try can’t produce as much as the architect calls for, then certainly 
they are in the driver’s seat as far as we can sum it up. 

The west coast ships its greatest percentage of lumber to. the east 
coast. either by rail or by boat. The greatest percentage of southern 
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»iné ltimber also is absorbed east of the Mississippi River. However, 

cause the southern pine market is so close to its source of supply, the 
freight charges involved are not as great a factor in the price structure 
and the cost of operations that it is for west coast lumber where the 
average hourly rate, as I have stated before, is $2.20. 

For example, to ship a thousand board-feet of green fir, 2 by 4, to 
the Atlantic coast by rail would cost $32.50 from Portland, Oreg. ‘To 
ship the same amount of lumber by water, including insurance and 
marine charges, would be $27.42. Thus, the mill operators in southern 
pine have little to back up their contentions that west coast lumber 
competition is a justification for their low hourly wage rates. If any- 
one has a competitive advantage, it is the southern pine operator. 

I might state there, Mr. Chairman, that whenever we negotiate 
with the western operators, they bring us in plenty of evidence to 
attempt to prove to us that the southern operators are underselling 
them and putting them in the competitive position. It is vice versa 
at the bargaining table. 

In summary, then, I have pointed out that southern pine prices 
are comparable with lumber from the west coast; that the southern 
pine mills ship as much or more every year than they produce; that 
our Nation consumes 2 to 3 billion board-feet more every year than 
it is able to produce; that the companies engaged in the lumber indus- 
try who report to the Securities and Exchange Commission are show- 
ing sensational profit margin increases over a year ago due to the 
present construction boom; that the southern pine sawmill operators 
have not kept pace with other manufacturing in granting wage in- 
creases to their workers; that the workers’ earnings in the South have 
not (begun to keep pace with the increased cost of living; that the 
southern pine sawmill operators have a distinct competitive advantage 
on the west coast lumber industry in the east coast market; and that 
the west coast lumber industry can pay the high average hourly rates 
and still turn in substantial profit margins despite the disadvantages 
of freight and other obstacles to the market. 

Therefore, we believe that an increase in the minimum wage to 
$1.25 will benefit our entire national economic, social, and moral 
structure. If the establishment of a just minimum wage results in 
inefficient, sawmill operators being forced out of business, we can 
only say that an operator who must depend on substandard wages, 
unsafe conditions, and extremely poor working environment to return 
him a profit has’no place in the free-enterprise system of this country. 

Thank you, gentlemen, for affording our union an opportunity to 
testify, and for the courtesy extended to me here today. 

Senator Doveras. Thank you very much, Mr. Hartung. 

I am going to imstruct the staff director of the committee to notify 
the National Association of Manufacturers, the United States Cham- 
ber.of Commerce, and the American Retail Federation that they are 
entitled to 35 more minutes of testimony, and if they wish to have 
witnesses appear next Tuesday, we will be very glad to hear them. 

Mr. Harrune. | have some of this material, if you would care to 
have it. 

Senator Dovenas. Yes. Would you like to submit it for the record ? 

Mr. Harrune. These are some of the references that I referred to, 
and they are backed up by testimony in those documents. 
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Senator Dovenas. I think we have been through many of them. 

I will have the staff check them. They look rather bulky to be 
printed in the record. 

I will ask Dr. Blum to check them and then return them to you. 

Thank you very much. 

We will meet tomorrow morning at 10 o’clock. 

(The following letter in rebuttal of Mr. Hartung’s testimony was 
later received for the record :) 


SOUTHERN PINE INDUSTRY COMMITTEE, 
New Orleans, La., May 18, 1955. 
Hon, Paut DouGLas, 
Chairman, Senate Subcommittee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Dovetas: The southern pine industry appreciates the oppor- 
tunity provided to offer testimony before your subcommittee on April 29. The 
statement presented by Mr. M. W. Smith, Jr., of Jackson, Ala., was based on 
a sample survey among our industry conducted during the first quarter of this 
year. 

We have just read the statement of Mr. A. F. Hartung, president of the Inter- 
national Woodworkers of America, CIO, who appeared before your subcommittee 
on May 9. Since his statement has been made part of the official record, we 
should like to submit for the record the following information because of a 
statement made by Mr. Hartung that is not consistent with the facts. His 
testimony includes a statement that “the larger, progressive, and responsible 
companies in the South are paying minimums in excess of $1.25, and these 
companies are being competed against by those who would take all of the cream 
from the top of the bottle and pay little or no attention to their economic or 
social responsibilities to their workers, to the industry, or to their communities 
in which they operate.” 

If Mr. Hartung is referring to the larger, progressive, and responsible saw- 
mill manufacturing operations of the South, his statement that they are paying 
in excess of $1.25 an hour is erroneous. Enclosed is copy of a wage survey 
just off the press which is based on a study of wages paid at 373 southern pine 
operations, employing 25,459 wage earners in 49 job classifications, on or about 
January 15, 1955. Only one of the reporting mills lists a minimum wage of 
more than $1 per hour, and it is located in the State of South Carolina (Report 
No. 191, p. 9). 

May we also call your attention to the fact that the statistics on production, 
shipments and new orders listed in Mr. Hartung’s testimony are industry esti- 
mates of the Southern Pine Association, which are always adjusted to those 
of the United States Census Bureau. Exhibit 2 of Mr. White Smith’s testimony 
(attached) shows credit to the Census Bureau as the source for the statistics 
used in the Southern Pine Industry Committee statement. 


We thought that you and your subcommittee would like to have this informa- 
tion for the record. 


Yours very truly, 
S. P. Deas, Secretary. 
P. $.—Many of the points: brought out in cross-examination, ‘as reflected “in the 
stenographic transcript, are misleading. We feel sure that your committee will 
give proper weight to the facts submitted by Mr. M. W. Smith, Jr., and which 
are substantiated in his comprehensive testimony and supporting evidence. 
8S. P. D. 


(Whereupon, at 12:25 p. m., the subcommittee recessed, to recon- 
vene at 10 a. m., Tuesday, May 10, 1955.) 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


TUESDAY, MAY 10, 1955 


Unrrep Sratres SENATE, 
ComMirrer ON Lapor anpD Pusiic WELFARE, 
SUBCOMMITTEE ON Lapor, 
Washington, D.C. 

The.subgommittee met, pursuant to adjournment, at 10: 06 a. m., in 
room P-63, United States Capitol, Senator Paul H. Douglas (chair- 
man) presiding. 

Present: Senators Douglas, Smith of New Jersey, and Goldwater, 

Also present: Stewart E, McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members; and Dr. Fred H. Blum, consultant. 

Senator Doveias. The subcommittee will come to order. 

Weare honored this morning in having the testimony of Dr. Richard 
A. Lester, who is chairman of the department of economics and 
sociology at Princeton University. 

Dr. Lester, you have always been a very willing and intelligent wit- 


ness before congressional committees. It is a great pleasure to wel- 
come you here this morning. 


STATEMENT OF DR. RICHARD A. LESTER, CHAIRMAN, DEPART- 
MENT OF ECONOMICS AND SOCIOLOGY, PRINCETON UNIVERSITY 


Dr. Lester. It is a pleasure to be here. 

Senator Smiru. I would like to say just a personal word. Dr. Lester 
and I both live in Princeton, and we are both connected in one way or 
another with Princeton University. 

It is a great pleasure to me to have Dr. Lester here. 

Dr. Lester. It is a pleasure to be here. Perhaps for the record, I 
would like to put in just a brief amount on my experience in this area, 
and let me say, as I go through this statement, I would be pleased to 
have you make any interruptions or raise any questions at any time. 

I am Richard A. Lester, professor of economics and chairman of the 
department of economics and sociology at Princeton University. 

Previously, I have given testimony on the minimum wage aspects of 
the Fair Labor Standards Act before this Senate committee on October 
25, 1945—hearings on amendment of the Fair Labor Standards Act, 
pages 753 to 769—and before the House Labor Committee on October 
27, 1947—hearings on amendment of the Fair Labor Standards Act, 
part 2, pages 978 to 1012. 

In the early 1940's, I served on a number of the industry committees 
set up under the Fair Labor Standards Act, and I am now serving on 
a tripartite wage board for the laundry and cleaning and dyeing in- 
dustries under the New Jersey minimum wage law. 

1399 
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While an associate professor of economics at Duke University dur- 
ing World War IT, I served as chairman of the Southern Textile Com- 
mission under the National War Labor Board, and I made and pub- 
lished a number of studies of wages in the South and of North-South 
wage differentials. 

My testimony will deal with four topics. First, I should like to 
discuss the economic justification for the establishment and revision 
of minimum wages by the Federal Government since considerable mis- 
understanding exists on that score and, in my opinion, the economic 
justification should determine the character of the governmental 
action in the field of legal minimum wages. 

Second, I shall explain why I strongly favor use of the industry- 
committee method as a means of providing flexibility and adaptability 
under a specific statutory minimum. 

Third, I want to discuss the question of coverage in the light of a 
philosophy of the proper roles of the Federal and State Governments 
in these matters. 

Fourth, I wish to explain why, in the light of the preceding three 
considerations and the available statistics, I urge that the Fair Labor 
Standards Act should be amended to provide a statutory minimum 
of $1 an hour, with the qualification that, under an industry-com- 
mittee procedure, the minimum for a particular industry could be 
raised or lowered within the range of 90 cents to $1.25 an hour where 
the facts warrant it and a tripartite industry committee recom- 
mends it. 

Perhaps I should preface my more detailed statement with a sum- 
mary of my main conclusions. In that way it will be evident where 
my analysis is leading and why, in revising the law, I think your 
committee should give serious thought to the economic role of Fed- 
eral minimum wages and to the proper limits on Federal coverage in 
this field. 

Senator Smirn. Could I ask a question? One question was brought 
up here that interests me, and that suggestion was made by one or two 
of our witnesses, that we might have a sliding scale here. 

We could set at 90 cents and serve notice that we will raise it to 
$1 later on, and in 2 years more we will raise again, so industry can 
adjust itself to it if we are going to move that fast to a higher mini- 
mum wage. 

I ask that question, if you have given thought to that approach ? 

Dr. Lester. I have given thought to it. Later on I discuss the dis- 
advantage of trying to legislate one specific minimum which will not 
be presumably revised by the Congress for some period of time, and 
it seems to me you have two alternatives. 

One is to put in your schedule a statutory stepup. The other is 
the industry-committee method. I prefer the industry-committee 
method because it is more flexible and because you then can adapt it 
to particular industries and the circumstances in particular industries. 

Rinses. you can adapt it, if need be, to the general economic con- 


ditions in a way that I think you cannot if you put in a rigid statu- 
tory stepup. So I, personally, would prefer an arrangement that 
is more flexible under the industry-committee provision. 

Senator Smirn. Thank you. 

Dr. Lester. My main conclusions are— 
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1. The new statutory minimum should be $1 an hour, but it would 
be a mistake to enact one fixed minimum that applies absolutely and 
with no possible modification to all covered industry and that can only 
be altered by a new enactment by Congress. Any such provision 
would be too rigid and would soon be obsolete. 

2. Where findings of fact warrant, and a tripartite wage board for 
an industry so recommends, provision should be made for modifica- 
tion of the minimum for an industry or part of an industry either 
above or below the statutory rate of $1. 

I propose a range of 90 cents to $1.25 as one within which a wage 
board would have sufficient room to adjust the minimum for an indus- 
try, when necessary or desirable in order to adjust to circumstances 
and developments. 

The statutory minimum would, of course, be considered the normal 
minimum and presumably would apply to most of the coverage during 
the period right after the new statutory minimum took effect. With 
the passage of time, upward revisions by the industry-committee 
method could be expected in more and more industries. 

3. In the establishment of Federal wage standards, the interstate 
character of the market should be the main principle for establishing 
Federal coverage. Interstate ownership or Souarel are not the appro- 

riate tests for determining coverage under Federal minimum-wage 
egislation. 

The Fair Labor Standards Act should, therefore, include all non- 
farm industries which produce goods or provide services that are 
sold in national markets, or that compete in interstate commerce. That 
criterion would mean covering practically all the manufacturing of 
goods, mining, banking and insurance, interstate transportation, 
radio and television, and telephone and telegraph. It would bring 
back into coverage some of the 1949 exemptions such a canning and 
logging, but it would continue to exclude from Federal coverage local- 
market industries such as retail trade, hotels, laundries, restaurants, 
amusements, personal services, and local transport. 

4. The Federal Government should not attempt to fix minimum 
wages for grocery stores, variety stores, department stores, hotels, or 
theaters, as the administration has recommended. 

I might interject there and say that we have been having meetings 
of this laundry and cleaning and dyeing industry board of which I 
am a member in New Jersey, and I have here the rates for New Jersey 
for all of these industries that are under the New Jersey law or that 
may be brought under the New Jersey law or under the Federal law 
if the administration’s proposal were adopted. 

I think it is surprising 1f you look over the actual figures of this 
survey—I don’t know that the survey has actually been made public 
yet. We have been using it in the board of which I am a member, but 
the figures, if you are interested, are available, I am sure, to the 
committeee. 

Senator Doveias. Do you mean the study by the Department of 
Labor ? 

Dr. Lester. That is right. 

Senator Dovenas. I think we have that copy. Have you fixed a 
scale for laundry and dry cleaning yet ? 

Dr. Lester. We have not. We have come to some tentative con- 
clusions, Senator, but I would say this: We have, in New Jersey, at 
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the present time, in laundry and dry cleaning, some contracts. The 
main union isthe AFL. It has perhaps half of the industry organ- 
ized in New Jersey. 

They have contracts in the Trenton area for the small laundries that 
have a starting rate as low as 68 cents an hour, and the AFL members 
on our board have not favored going above 75 cents an hour at this 
time in these 2 particular industries. A proposal for 80 cents an hour 
was not supported. 

Senator Dovetas. I wonder if you could tell us what the other rates 
fixed by State minimum-wage laws are in the State of New Jersey? 

Dr. Lester. They are now bringing them all up to date. The others 
are quite old and low. They range from somewhere around 321% cents 
an hour to 60 or 6214 cents en hour, but they were all established under 
the industry-committee method some 5 to 8 years ago. 

Senator Doveras. Light manufacturing, 35 cents on hour; wearing 
apparel from 35 to 40 cents an hour, depending on the type of apparel 
made; beauty culture, $15 for 48-hour week; barmaids, which would 
be a little over 30 cents an hour; restaurants, 45 cents an hour for non- 
service workers, 3214 cents an hour for service workers; retail trade, 
60 cents an hour in zone A, 55 cents an hour in zone B. 

Dr. Lester. They have the figures here on the distribution from 
something like 15 percent sample for about a year ago. It is broken 
down by male and female and by various kinds of industry. 

Such local-market industries more appropriately should be reserved 
for State minimum-wage determination. The Federal Government 
should not seek to take away from the States their functions and 
responsibilities by exerting national power over locally oriented 
operations. 

I might add there that in a great many of these State determina- 
tions of minimum wages, as you know, there are variations by size 
of city and other local circumstances which I think it would be a 
mistake for the Federal Government, in a statutory minimum, to 
get into. 

With that background of conclusions, let us begin the more detailed 
consideration of the four topics I have stated that I should like to 
discuss. 

Economic basis for Federal minimum wages: The case for the legal 
minimum wage rests on the absence of wage standards, on the fact 
that there are so many noncompetitive elements in the employment 
relationship that wages for the same grade of labor differ widely and 
irrationally within a locality, within an industry, and between regions. 

The existence of marked and economically unjustifiable wage dif- 
ferences, especially for unskilled labor, has been so well established 
by numerous wage studies that I shall not take the time of the 
committee to prove what is already common knowledge, but shall 
merely refer to the following recent studies: 

Lloyd Reynolds, The Structure of Labor Markets, Harpers, 1951. 

Charles Myers and George Shultz, The Dynamics of a Labor 
Market, Prentice-Hall, 1951. 

Richard Lester, Hiring Practices and Labor Competition, Prince- 
ton, 1954. 

North-South wage differentials also vary widely and irrationally 
from firm to firm and industry to industry. Any such differential 
is absent for some southern firms or some industries in the South 
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and there are some firms in the South that pay wages that are higher 
than in the North; particularly in an industry like pulp and paper you 
will get certainly a great many of the higher rates in the wage scale, 
the wage structure, higher in the South than a great many northern 
operations—whereas other firms and industries in the South, drawing 
on the same labor, may have a significantly lower scale than the 
average for competing northern operations, and I refer to some 
publications summarizing some of my studies: 

Southern Wage Differentials : Developments, Analysis, and Im 
plications, Southern Economic Journal, April 1947. 

Chapter 4 in my book, Labor and Industrial Relations, Macmillan, 
1951. 

In analyzing the economic effects of minimum wage legisiation, 
only the theorist with his head in the clouds assumes away the exist 
ence of irrationality in wage structures by posting a never-never 
world of pure competition in the purchase and sale of labor, with 
managements and labor operating at their highest possible efficiency 
and with institutional factors, such as seniority practices, completely 
absent. 

The January 1954 report of the Council of Economic Advisers 
comes to a number of erroneous conclusions with respect to minimum 
wages by failing to recognize that existing wage differentials be- 
tween firms and “industries may lack full economic justification and 
that reduction or elimination of such differentials may improve the 
efficiency of a management or the firm’s workers. 

The Council’s January 1955 report reveals a glimmering of under- 
standing in the statement that— 
minimum wage laws can assist the comparatively small number of workers who 
are at the fringes of competitive labor markets (p. 58). 

Perhaps in the January 1956 report the Council will begin to catch 
up with the economists specializing in labor and industri: al relations, 
who long ago abandonded the notion of “competitive labor markets” 
as unrealistic and misleading. 

Frequently, the erroneous assumption is made that the workers 
in low-paid occupations are those who are marginal and will be 
eliminated first. That overlooks the fact that generally firms can- 
not get along without janitors, yard labor, or workers in other un- 
skilled types of employment, and that the order of lay-off is likely 
to be influenced by seniority. 

Above all, the theorist may overlook the fact that the minimum 
wage generally affects directly only a small fraction of an industry, 
that the firms directly affected are unevenly influenced because their 
existing minimums differ, that any effects on rates above the minimum 
will vary depending on the firm’s previous minimum and the scales 
in the upper part of its wage structure, including rates for the un- 
skilled traders. 

Let me pause there a moment, if I may, Senator, and say that I 
think this 1s particular important, and it is particularly important. to 
bear in mind that it isn’t any one region necessarily that has all of the 
low-paying jobs. 

Two years ago we made quite a study of the Trenton area and there 
were firms in the Trenton area in some industries—I won't bother to 
identify them; they are the normal low-wage industries—that had 
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minimum starting rates at that time of 75 cents an hour. So that I 
think it is not true that you have a situation where the wages in the 
North are all high and the wages in the South are all low. 

That is the important point ‘that I want to bring out, and that the 
starting rate or minimum rate varies all over the lot for different firms 
in an industry. So that when you raise the minimum, what you do 
is to raise those at the bottom and you raise them by differing amounts. 

Now, some people say “Well, won't that raise the whole scale all 
the way up the line?” Well, it may not, because the skilled rates fre- 
quently are influenced by collective bargaining so that they are much 
less varied than the unskilled or the semiskilled rates, and the skilled 
rates in an area like the South frequently are as good as they are in 
the North. 

So that what you do, I think, is often to raise the unskilled rates, 
the bottom rates, and you may have a tapering off as you get up toward 
the skilled rates and frequently you may not affect the skilled rates 
at all. 

There is no necessary reason why, if you raise the unskilled rates to 
a certain minimum, which means a varying change in all those un- 
skilled rates for different firms in the industry, that the skilled rates 
on the upper side will necessarily be affected in each firm by the amount 
that the unskilled rates were affected. 

Such differentiated increases or results are likely to have incentive 
effects for management and workers that the theorist fails to per- 
ceive or even understand. That is especially true where a few firms 
are brought up to standards that the bulk of the industry, including 
neighbori ing competitors, are already meeting. 

I might add there that even in an industry like textiles, I was amazed 
to find th: at in the same textile town, firms would have quite widely 

varying minimum rates, starting rates. 

Senator Dovenas. Dr. Lester, would the low- -wage firms have a 
markedly inferior type of worker? 

Dr. Lester. No, they would not necessarily, and I think we found 
the same thing in Trenton. Frequently there is not any basis for 
judging the quality of one firm as different from the quality of 
another, even with some variation in the unskilled rates. 

I would say that if you got beyond a range of maybe 10 cents to 15 
cents an hour, you might ‘begin to see that, but within a significant 

range, there was no ev idence of that. 

Another thing that happens, I would say, is that there isn’t really 
very much evidence of direct competition in the form of the wage 
scale between, say, an automobile company located in Atlanta, Ga., 
and a textile company located in Atlanta, Ga. The automobile rates 
have no relationship, really, to the textile rates, They are largely 
determined by, well, historically going back to Henry Ford, when he 
put in the $5 figure and had a wage scale all over the country that 
was the same. 

Studies of the actual consequences of wage increases caused by 
legal minimum wage determinations show practically no correlation 
between the relative amount of direct wage effect and the firm’s total 
employment in the short. run. 

See, for example, the Labor Department’s report on Results of the 
Minimum Wage Increases of 1950, published last August. Investi- 
gations reveal the diversity of possible results and the extent to 
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which managements may enjoy some latitude or discretion tn the 
adjustments ‘they may make to legal minimum wages. 

It is a mist: ake. therefore, to reason about the effects of minimum 
wage increases by merely focusing on an assumed wage-employment 
relationship and neglecting the variety of deve lopments that may fol- 
low, depending on the circumstances that exist in each firm and 
ts rv 

There is a great deal of experience to indicate that firms have, in 
manufacturing, been able to adjust to minimums that their competi 
tors in the same general situation have been meeting, by adopting these 
policies, for example, that their competitors were adopting, and in 
that way, improving the efficiency of their own operations. 

The Case for Industry Committees: A strong argument for tripar 
tite industry committees is that they can take account of such differ 
ences among firms in an industry and between one industry and an 
other. We all know that the same grade of labor in a community may 
receive widely varying compensation, depending on the industry in 
which it is employed—-whether in the oil or automobile-assembly in 
dustry, or in the tobacco or shoe industry. 

Allowances can be made for special circumstances in the industry. 
whether in terms of wage structures, type of product markets, trends 
in sales, or other partic ular conditions. 

For example, in New Jersey, in these industries that we have been 
review ing in this industry wage board, we found that the laundry and 
dry cleaning industries have. not exper ienced any—in New Jersey, 
anyway—any improvement in sales in ond last year. 

Indeed, in the first quarter of this year, they are down roughly 5 
percent compared to last year, and last year they were down 10 per 
cent compared to the year before. So that an industry board can take 
into account such circumstances which may be very important for the 
particular industry. 

An industry committee permits management and labor in the in 
dustry to participate in establishing the minimum wage that applies 
in the industry. In that way, there is likely to be greater acceptance 
of the legal minimum wage and more cooperation in its enforcement. 
Of course, differing industry minimums m: iy make general public un- 
derstanding of the } prevailing minimum more diflic ult. 

In other words, you have the advantages in enforcement in the fact 
that the managements and the labor in the bulk of the industry are 
interested in having the law enforced if it is adopted by an industry 
committee arrangement. 

On the other hand, you do have with an industry committee ar- 
rangement varying minimums as a possibility, and as a likelihood and 
consequently, it may be more difficult for the general public to be fully 
informed as to the particular rates applying to particular industries, 
so that you have some counteracting effect there in terms of enforce- 
ment and general understanding. 

Certainly the industry committee method helps to achieve more 
complete coverage and reduce the exemptions by permitting the needs 
of particular industries to be taken into account. The requirement 
that Congress decide upon one all-embracing rate tends to force com- 
promises on coverage. 
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In other words, an industry can be told, “Well, your particular 
needs will be taken into account and, therefore, there is less need for 
you to be completely exempt.” 

A single statutory rate for all coverage for an economy largely 
characterized by separate industry wage levels and industry wage 
structures involves large and unnecessary difficulties because so much 
hinges on that one rate and any change in it. 

Great wisdom and great political compromise are both required. 
The industry committee procedure, by permitting the problem to be 
broken up aml treated separately, facilitates more frequent and grad- 
ual change. Under industry committees the legal minimum can be 
adjusted to take account of general and special developments. 

One disadvantage of the industry committee procedure is that it 
is somewhat costly and time consuming to make statistical studies by 
industry and to hold industry meetings and hearings. One way of 
minimizing such costs and time consumption is to establish industry 
committees only when and where elements in the industry can supply, 
in advance, good grounds for deviation from the statutory minimum. 

In other words, the burden of proof would be on parties seeking 
a rate above or below the statutory rate. 

Senator Smiru. I desire to apologize to you, but I have a Foreign 
Relations Committee meeting to attend on the foreign-aid program. 
I feel I have to leave now, but I want to thank you for this start. I 
um very interested in your presentation. 

Dr. Lester. Thank you, Senator. I am zlad you could be here the 
time you have and I appreciate it very much. 

Senator Smiru. I regret to have to leave, Mr. Chairman. 

Senator Dovetas. Thank you very much for coming, Senator Smith. 

Dr. Lesrrr. The industry committee method, then, would be a sort 
of safety valve and a means of preventing the minimum in an indus- 
try from becoming too obsolete; otherwise the statutory minimum 
would prevail. 

Senator Doueias. Dr. Lester, who would have the judgment as to 
whether there were good grounds for deviation from the statutory 
minimum? That is, who “would determine that an industry com- 
mittee—— 

Dr. Lesrer. Whether there should be an industry committee? 

Senator Dovetas. Yes. 

Dr. Lesrer. I would think that perhaps the Secretary of Labor 
or the person in charge of the minimum-wage law under the Secretary 
would be the one who would need to determine that. It would be 
undoubtedly true that many industries might feel that they had special 
circumstances which would warrant the establishment of an industry 
committee, and under my proposal, there would be three alternative 
ways of handling this. 

You could put the statutory minimum in and say then they would 
have to get out from under it, so to speak, or you could say, “Well, 
the law will only take effect 6 months or 8 months hence, and in the 
meantime, industries that were included in the coverage can apply 
to have an industry committee and be temporarily exempt,” or you 
could say, “If you wished that for the time being,” which I don’t 
prefer, “that a 90-cent minimum would apply,” and then it would 


be automatically $1 at a particular period, whether it is 6 months to 
a year later. 
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I think there are those alternatives, but it is true that someone 
would have to decide whether a valid ground was present. My own 
feeling would be that you ought to be very lenient on that, and if 
the group felt there were valid grounds, unless you could prove there 
were not, you ought to go through the industry-committee procedure. 

Senator Dovetas. Wouldn't that mean, in effect, that virtually every 
group would insist that special conditions prevail in their industry. 
The employers would want a wage lower than $1; the representatives 
of the unions would want a wage higher than $1. Wouldn't the result 
be that you would have the wage fixed within your up per and lower 
limits by industry committees, and your statutory minimum would 
not be very binding ¢ 

Dr. Lesrer. I think, Mr. Chairman, that the bulk of American in 
dustry, if you put a statutory minimum of $1, as the figures indicate, 
would not be affected. You would get some of these low-wage indus- 
tries, and the thing that impresses me on the whole, in many of these 
low-wage industries, a number of them, anyhow, is that under the 
industry -committee method you have frequently unanimous agree- 
ment, and we did have that under the industry committees originally 
under the Fair Labor Standards Act. 

So I am not sure that you would find in all cases that the industry 
and the labor representatives would be so far apart. In some cases, 
undoubtedly, they would. My guess would be that the bulk of Ameri- 

can industry would not come in for any industry committee at all. 

Senator Doveras. Thank you. 

Dr. Lesrrer. Criteria for determining coverage: The objective of 
Federal labor legislation is to provide standards that will govern 
the production and distribution of goods and services in interstate 
commerce. The purpose is to eliminate differences in, say, minimum- 
wage standards, unemployment-compensation taxes, and benefit for- 
mulas, or union-security provisions that otherwise would exert a sig- 
nificant influence on the State location of businesses producing for 
an interstate or national market. 

In my judgment, the Secretary of Labor was correct when he said 
on Sunday, April 17, on the Meet the Press program, that he favored 
the elimination of section 14 (b) in the Taft-Hartley Act so that 
State antiunion security laws would not apply in the Federal juris- 
diction. That section of the law invites the States to undercut a Fed- 
eral standard and, thus, to use State-enacted exemptions from Federal 
law as a means of attracting interstate business from other States. 

Similarly, under the Federal Social Security Act’s provisions con- 
cerning unemployment compensation, some States are using low bene- 
fits schedules to e: xempt their industry from most of the Federal tax 
and, thus, as a means of helping to attract new industry to the low- 
standard States. 

For example, the States of Delaware, Virginia, and Texas have low 
weekly benefit ceilings of $20 to $25 a week, permitting them last year 
to have an average contribution rate of 0.4 percent of covered pay- 
rolls, compared with a combined average of 1.2, or three times as 
much—and incidentally, that is the lowest combined average of any 
year since the Social Security Act was passed—for all States. 

Also, during the preceding 5 years, the unemployment-compensa- 
tion tax rates in those 3 States were among the lowest in the country. 
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In my judgment, they should not be permitted thus to use a Federal 
law for State gain in interstate competition. 

Senator Doueias. Of course, it was the original intention, the al- 
leged intention, of the framers of the social-security law, to have « 
uniform rate. 

Dr. Lester. That is right. The intention initially was to prevent 
States from using this kind of device to gain industry. 

Senator Dovuecias. Due to the strength of the enthusiasts for the 
Wisconsin idea of separate employment reserves, which crystallized 
in the form of so-called merit rating, the States have found that they 
can reduce the rate of assessments upon their employers by providing 
low-benefit scales, and it has also, as you know, stimulated the fighting 
of benefits by employers. 

So that the so-called employment-stabilization plans that our friends 
from Wisconsin turned into benefit-avoidance plans directly con- 
tributed to the breakdown of the system. Thus, the evil that good men 
do lives after them. 

Dr. Lester. I think from what little I have seen, that the compe- 
tition between States now for industry is much worse than it was at 
that early date, and therefore, it is all the more necessary to take some 
precaution with respect to this question of the States using Federal 
laws and exemptions from Federal laws as a means of attracting busi- 
ness from one State to another, and it seems to me that that, particu- 
larly, is the area in which the Federal Government has a direct interest. 

The same principle of Federal protection in interstate competi- 
tion should apply in the field of minimum wages. The States should 
not be deciding the kind of minimum-wage protection or exemption 
that should apply in industries competing in national or interstate 
markets. ; 

The opposite side of the coin is that the Federal Government should 
not seek to regulate local-market types of industries and employment 
that have no relation to production for interstate sale. 

The technical aspects of coverage can be quite tricky, and since I 
have no expert knowledge or experience in that area, I can do no more 
than stress a general principle that has frequently been overlooked or 
disregarded. 

I will add, however, that some extractive industries are more or less 
bound in their location by the materials source. A mind cannot be 
moved. 

Senator Doveias. You say that “a mind cannot be moved.” I think 
that is true of some minds, but I take it that you want to say a “mine.” 

Dr. Lester. Also, little may be able to be done about natural condi- 
tions that may restrict production methods, whether those conditions 
are the thickness of a seam or the thickness of a stand of trees or the 
thickness of each tree. 

Perhaps I should say, also, the thickness of the mind. The assump- 
tion in manufacturing and service lines generally is that the manage- 
ment in each State, competing in national markets, is free to make its 
manufacturing conditions and facilities comparable to those in another 
State. 

In other words, manufacturing plants can normally be made equiva- 
lent. State by State. Now, when you get into some extractive indus- 
tries, perhaps you can’t get those equivalents. 
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Senator Doveras. That is particularly true in lumber. We want 
into that yesterday. 

Dr. Lester. That is right, and that is why I think the lumber situa 
tion is particularly a good one to treat by an industrv-committee 
method. . 

Consequently, it is not under a handicap with respect to possible 
production methods, if the manufacturing lines are able to have the 
same kind of condition in one State as another. 

Since that may not be true of some extractive industries or parts 
of such industries, is all the more necessary to have the industry- 
committee method available, so that such peculiarities can be taken 
into account in connection with the application of a legal minimum 
in those industries. 

In short, I favor including all of the logging and canning industries 
under Federal coverage to ‘the extent that their products enter into 
interstate markets, but I think they should have available to them 
the safeguard of the industry-committee method within a zone around 
the statutory minimum. 

Now I turn to the case for the $1 statutory minimum. If the 75-cent 
minimum was appropriate when Congress passed it in October 1949, a 
minimum of $1 seems appropriate now. In October 1949, average 
hourly earnings in manufacturing were $1.392, according to BLS 
figures. For February 1955, the latest month available, the com 
parable figure is $1.84, or an increase of 33 percent. 

For such a comparison over a period of more than 5 years, the BLS 
gross earnings figures for all manufacturing have certain limitations. 
You have them affected by differences in the structure of industry and 
the rise and fall of industries, and so on. 

They cannot be considered exactly correct, but, of course, the figures 
would be higher for April 1955 than for February, and are likely to be 
higher still, say, 90 days after any revision is enacted by the Congress. 

The multiplication of 75 cents, the Federal minimum enacted i 
October 1949, by 133 percent, gives a figure of exactly $1. In as 
words, if the minimums were to be adjusted in proportion to the 
increase in the general level of hourly earnings for all manufacturing 
in that-period of a little over 5 years, $1 would be the appropriate 
new minimum. 

Examining individually the change in hourly earnings for partic- 
ular low-wage industries during the same period, one finds consider- 
able diversity, as is indicated by table I. This table was designed to 
include most of the industries with a ae percentage of employee s 
earning under a dollar an hour a year ago, according to the figures 
submitted by the Secretary of Labor en ‘this committee. 

Food products, fertilizers, tobacco manufactures, and to a lesser 
extent, lumber and furniture, have come close to conforming to the 
percentage increase for all manufacturing. That is close to 135 
percent. 

Most of the textile and apparel industries deviate on the low side, 
although there are some exceptions like seamless hosiery. Vegetable 
and animal oils and fats rose much more r apidly than did the all- 
manufacturing average. 

Incidentally, I was on the committee for cottonseed oil, and I re- 
member that at that time, back in the early forties, that was a very 
low-wage industry, but they have been moving up fairly rapidly. 
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Such statistics indicate that the 75-cent minimum soon became obso- 
lete, as is likely to happen before long in the case of any new single fig- 
ure adopted by the Congress. The figures in the table also seem to in- 
dicate a need for some flexibility in the minimum for certain industries 
in the early period after a new minimum takes effect. 

In other words, you have got a considerable variation by industry. 
Now, part of that may be hard to justify economically, but I think 
some of it certainly may be justified in terms of the economic health 
of the particular industry and the circumstances surrounding it. 

The need for some degree of flexibility for some industries in adapt- 
ing toa new minimum likewise may seem to be indicated by the Labor 
Department's estimates of the number of workers being paid less than 
90 cents, and less than $1 an hour, in particular industries in April 
1954. 

I want to caution that these figures that the Department of Labor 
has submitted to the committee are subject to a number of limitations. 

These figures are also subject to many limitations. They are badly 
out of date, since they picture the situation over a year ago. One can 
attempt to adjust them for wage or earnings changes during the past 
13 months, but that is difficult and would ‘result in rather unreliable 
figures. 

“Tn addition, they apparently have a bias on the low side for purposes 
of the Fair Labor Standards Act since they are straight-time earnings 
that omit shift differentials. So that if you have a “shift differential 
in there, as you do in conforming to the Fair Labor Standards Act, 
that shift differential would be omitted from the BLS figures. 

Senator Doveras. I think this a very good point. It follows, 
doesn’t it, that if the bias is on the low side, and the actual wages are 
somewhat higher than the Department indicates, that the estimated 
cost of an increase either to 90 cents or $1 has been overstated by the 
Department ? 

Dr. Lester. That is right. It has been overstated, and in some in- 
dustries, as I indicate here, it has been overstated to a considerable 
extent because, Senator, last year was known as a 5-cent wage year. 

Now, it is true that in some industries they didn’t have any increase, 
and as I indicate here, some industries on the other hand went up 10 
cents. So that if you include all of those industries which may have 
averaged 4 or 5 cents last year, then your figures, if that would be true 
to anything like that extent for these low-wage industries, your figures 
would be badly out of date. 

Senator Doveras. The increase in the low-wage industries, however, 
was not as high in terms of cents per hour ? 

Dr. Lesrer. That is right; and some of these low-wage industries 
are the ones that had practically no increase at all. 

As a general proposition, hourly earnings now are 4 to 5 cents higher 
than they were a year ago. But that is an average: some soft goods 
have experienced hardly any increase, whereas some hard goods have 


experienced hourly earnings increases as high as 10 cents over the last 
year. 
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Tas_e I.—J ncrease in average hourly earnings in industriv 


sand industry groups 
October 1949 to February 1956 


October ruary Percentage 
viv VS. ir 


1Cremse 


Food and kindred production 

Canning and preserving - 

Confectionery 
Tobaeco manufactures 

Cigars 

Tobacco stemming and redrying 
‘Textile mill products 

Yarn mills 

Broad-woven fabric mills 

Knitting mills_- 

Seamless hosiery - 
Apparel and other finished textile products 

Shirts, collars, and nightwear 

Work shirts 

Women’s and children’s undergarments 
Lumber and wood products i 

Logging mee and contractors 

Sawmills and planing mills 

Wooden eontainers - __- 
Furniture and fixtures 

Wood household furniture except upholstered 
Chemicals and allied products- 

Fertilizers _ - 

Vegetable and animal oils and fats. - 
Leather anddeather products_- 

Footwear _- 
Costume jewelry, button and notions 


Source of data: U.S. Bureau of Labor Statistics. 


Undoubtedly there are today, and will be 4 or 6 months hence, 
a few industries or large sections of industries with as many as a 
quarter of their employees paid under $1 an hour. This category 
apparently includes tobacco stemming and redrying, some types of 
cotton wearing apparel, logging and sawmills in the South, wooden 
containers, and perhaps costume jewelry. 

Let us say that costume jewelry is largely produced in the North, 
as you know. It is very heavily produc ed in the State of Massa- 
chusetts. 

Senator Doveias. North Attleboro, spilling over into Pawtucket 
and Woonsocket. 

Dr. Lesrer. That is true. Congressman Martin’s district is heavily 
engaged in costume jewelry. I might say this, in regard to the in- 
dustries I just mentioned: People again have said if you raise the 
wages for these occupations, you will put people out of employment. 
W ell, you still have to have the tobacco stemmed if it is going to be 
proc essed. So somebody is going to do the stemming. I don’t think 
you eliminate the need for ‘the ee by raising the minimum 
wage, nor do I think it is likely, I might add, that the people who 
are doing the tobacco stemming will be displaced and substituted 
employees will be put in their pl: ice, either, because they may have 
seniority or because the firm, if it isn’t organized, would conclude 
that by replacing them in that way it would be inviting labor 
organization. 

I know of no better way to invite them. 

Senator Dove.as. Mr. Lester, to use an economic term, what you 
are saying is that the demand for many of these products is a joint 
demand ? 

Dr. Lester. That is right; and it is fairly inelastic, you see. 
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Senator Doveras. And that alterations in the cost of one of the 
ingredient products or processes will have a slight effect on the cost 
of the final, composite product, and, therefore, only a slight effect 
on the quantity demanded ? 

Dr. Lester. That is right; and the employment will not be sig- 
nificantly affected by those demand situations. 

Senator Dovaias. We have been trying to get some economists who 
hold to strict, orthodox principles to testify. Iam asking this ques- 
tion for the record so that it may be read. 

Dr. Lesrer. Well, I think, Senator, as you know, in economics there 
has been some discussion of the classification of marginal workers, 
and some people are very prone to classify as marginal workers those 
that are low paid, and by marginal you mean the ones that are likely 
to be eliminated first. 

I don’t think that it follows at all that these low-wage occupations 
will be the ones that will necessarily be eliminated, nor will the 
workers necessarily that are in them be displaced or replaced by 
substitute workers. I just think that people who believe that have 
not made a significant study of the actual processes of employment. 

Senator Dovuenas. Of course, to give them credit, there are differ- 
ences in the efficiencies of workers and the less efficient are the mar- 
ginal workers. 

Dr. Lester. You may be doing a disservice to these low-wage occu- 
pations by raising a minimum, because what you will do is to elimi- 
nate them from employment and force them into uncovered lines, 
and those uncovered lines will have their wage scales depressed 
thereby. 

I think that the actual experience indicates that it just does not 
work that way. The tendency for wages is for them to move up to- 
gether, and there is some deviation from that, but there is certainly no 
evidence that people—that because the wages move up in some lines, 
they are automatically going to be pushed down in other lines. 

Consequently, there would seem to be need to provide in the law 
that an industry committee, where the economic facts so warrant, 
could temporarily have a minimum below $1. I suggest as a lower 
possible limit 90 cents. That certainly should be sufficient, for it 
would mean an increase of only 20 percent over the 1949-established 
minimum of 75 cents. 

As previous testimony has indicated, that 20 percent increase is only 
a little bit more than the increase in the cost of living during that 
period. 

On the other hand, a number of industries could have a minimum 
of $1.25 with no practical effect, because less than one-half of 1 per- 
cent of their employees are now at or under $1.25 an hour. 

“Now” is a year ago, so that the fraction presumably would be less 
at the present time. 

The industry-committee provisions in the 1938 act, which were kept 
but restricted in application to Puerto Rico and the Virgin Islands, 
could be modified as experience has indicated is desirable. 

I personally have no changes to propose in the provisions or the 
criteria for industry committees embodied in the original act, except 
to have added a provision stating the range within which industry- 
committee recommendations now might be made, namely, from 90 
cents to $1.25 an hour: 
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Conclusion: There is no need to repeat the four general conclusions 
that were set forth at the beginning of my remarks. 

I would, however, again stress the importance of supplementing a 
statutory minimum with provision for temporary modifications from 
that minimum under an industry-committee procedure. 

Such an arrangement recognizes the importance of the industry in 
the existing American wage structure and in changes that occur in 
the structure. I think any student of wages is impressed by the im 
portant element of the industry. I think it is even more important 
now and becoming increasingly important—it is more imports int now, 
perhaps, for most industries than any local or geographical orienta 
tion. 

It recognizes the marked differences between some industries. 
Practically all State minimum wage laws contain provisions for set 
ting minimums under the industry-committee type of arrangement. 

In addition, the industry committee method is a good means of 
revising legal minimums and keeping them up to date. Generally 
speaking, it is much easier for an industry to adjust to legal mim 
mums that are installed in steplike fashion than if they rise in one or 
two big jumps each decade. 

Such a system for revising minimums, aimed at a long-run goal of 
greater uniformity in minimums, would facilitate congressional en 
actment of a new statutory minimum at appropriate times. 

Let me explain more fully there what I mean. I think experience 
would indicate in the States that those States that have kept their 
minimums more up to date under the industry-committee method, 
such as New York and California, have been able to get more uni 
formity, and it has been easier for them because they have brought 
up the low-scale industries gradually and have been able to get more 
uniformity in that way than, I think, perhaps we may get in New 
Jersey under the industry-committee method, because we have had a 
5-year delay. 

‘T think, for example, that the laundry industry and the dry-cleaning 
industry in New Jersey would have a higher minimum tod: ay if the 
industry committees had been operating every year or two in New 
Jersey, as I think, they are likely to over the next few years. 

Senator Doveras. The tempo of change has increased / 

Dr. Lester. That is correct. 

Senator Doveras. Or rather, the tempo of adapting to conditions 
has increased ¢ 

Dr. Lester. That is correct. 

I feel confident that, having wrestled with this problem this spring. 
the subcommittee is interested in procedures that promise to lighten 
for Congress the burden of future revisions in the statutory minimum 

rate, 

Senator Doveras. That is a very interesting testimony, Dr. Lester, 
and we are very grateful to you for it. 

The complaint has been made that the committees have been very 
slow to act in Puerto Rico, and it was pointed out that in 1 case, it 
took them 5 years to get a wage set. 

Dr. Lesrer. I don’t know anything about the Puerto Rican or the 
Virgin Islands situation. I would say that certainly under the Fair 
Laber Standards Act in the early years, up through 1941, 1942, 1943, 
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the industry committees acted very speedily, and in New Jersey we 
have it in our act that they have to act within 60 days, or a new com- 
mittee will be appointed. 

So I don’t think there is any necessary need for the committees to 
take too long. It is true that you do have to make or ought to make the 
studies, but again, if you make them industry by industry, it isn’t, I 
would assume, quite as difficult as if you make them for the couritry 
as a whole, and you can space your industry committees perhaps in a 
way that won’t occupy too much time at any one particular week or 
month. 

Senator Doveias. Thank you very much, Dr. Lester. 

The next witness is Mrs. Frazier, representing the National Council 
of Negro Women. 

Mrs. Frazier, we are very glad, indeed, to have you with us. If you 
wish to have anyone accompany you, that may be done. 


STATEMENT OF MRS. MONTROSA FRAZIER, NATIONAL COUNCIL 
OF NEGRO WOMEN 


Mrs. Frazier. Thank you, Senator. 

Honorable Chairman and members of the Senate Subcommittee on 
Labor, I am Montrosa Frazier, of Washington, D. C., and I have the 
honor, as a member of its labor and industry department, to represent 
the National Council of Negro Women. 

The National Council of Negro Women is a coordinating, planning 
body, founded and organized in 1935 by Dr. Mary McLeod Bethune, 
together with a group ) of outstanding women leaders. Its purpose is 
to meet the need for united planning ‘and concerted action for the eco- 
nomic, social, educational, and cultural welfare of Negro women in 
the United States. 

It has brought together national organizations of Negro women to 
achieve the numerical strength and st: iture necessar v for - effective rep- 

resentation. To further implement the broad program of the Na- 
tional Council of Negro Women, councils were organized in local 
communities. 

Currently there are 20 affiliated organizations and 90 local councils 
capable of reaching some 850,000 women. The organization is affil- 
iated with the National Council of Women of the United States, Inc.., 
and the International Council of Women of the World. 

There is no matter of more vital concern to the members of the 
National Council of Negro Women, which represents a broad cross- 
section of Negro women in this country, than an upward revision of 
the Federal minimum wage and broad extension of its coverage. We 
believe that every possible moral, social, and economic consideration 
would dictate such an adjustment. 

Our concern is based on the knowledge that substandard wages help 
to produce substandard citizens. They impoverish family life and 
often the resulting problems lead to broken homes. We believe the 
primary problems of the lowest-income families are an index to the 
basic health of a nation and that less than subsistence income for too 
large a proportion of the population can even undermine the very se- 
cur ‘ity of our Nation. 

The National Council of Negro Women is concerned with the bene- 
fits which would be forthcoming for the total number of wage earners 
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who would be affected by an increase in the minimum wage, but re 
spectfully addresses this testimony to the special problems of the 
women it represents and their families. 

In his letter of transmittal of the United States Department of 
Labor, Bulletin No. 1119, Negroes in the United States, Ewan Clague, 
then Commissioner of Labor, wrote in 1952: 

From all of the assembled information, two general facts emerge. The first 
is that in almost every significant economic and social characteristic that we 
can measure—incinding length of life, education, employment and income-——-our 
Negro citizens, as a whole, are less well off than our white citizens. The second 
is that in almost every characteristic the differences between the two groups 
have narrowed in the last few years. 

It is our considered opinion that well informed people in every 
section of our country want to do all within their scope of influence 
to continue the narrowing of these wide inequities. We see in the 
lifting of the minimum wage level and the wide extension of its cover- 
age another of those basic common denominators which acts as a tool, 
though not a cure-all, to combat the problems of substandard housing, 
inadequate home furnishings, ill- cloth ed children and insufficient diets 
among the more deprived of our people. 

We see ahem | income for Negro families cutting further into 
such eae as inadequate medical care, broken health, improper 
child care and juvenile delinquency. This adjustment seems reason 
able hen it is seen that the median wage and salary income for Negro 
families in 1950 was $1,300, or 52 percent of the average for other 
families. 

It seems all the more reasonable when viewed against the necessary 
minimum worked out by the Bureau of Labor Statistics for the city 
worker with a family of four. This level of adequacy was described 
as— 
providing the minimum for necessary items and their quantities as determined 
by prevailing standards for health, efficiency, nurture of children, social partici- 
pation and the maintenance of self-respect and the respect of others. 

This necessary minimum was priced by the United States Bureau 
of Labor Statistics in 34 cities in the United States in October 1951. 
The annual cost varied from $3,812 to $4,454. On the basis of a full 
work ‘year of 2,000 hours, it would require a minimum rate of $L.91 
to earn enough to meet the lowest budget figure—$3,812 in New Or- 
leans—as of October 1951. The price rises of 2 to 3 percent since that 
date mean that the current hourly earnings fiased are approxi- 
mately $1.95. 

Those of us who observed firsthand the gains made by the shift of 
Negroes into better paying and more skilled occupations during the 
war years can do no less than strongly urge that Federal minimum 
wage Ga set at $1.25 per hour, and that the coverage be extended as 
widely as may be possible under the law. 

In settlement neighborhoods in many sections of our country, we 
have seen first-hand the increase in pride as some of our more stable 
underprivileged families began to experience for the first time in 
their lives the rewards of gainful employment. 

We saw slum families manage to give their children a start in col- 
lege; we saw bright snowsuits with mittens snapped on the sleeves and 
recreation workers doing a flourishing business in keeping up with 
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rubber boots. We saw deprived children changing into second-best 
clothing for rough play—children who had always before attended 
school and recreation activities in drab rags and tatters. 

In small southern towns, we saw “shotgun” houses which had been 
rented for many years purchased and renovated and given two coats 
of white paint, plus sometimes a spot of grass. We understood the 
pride of a small girl who was the envy of a winter camp group because 
her mother had provided a whole box of Kleenex to be tacked along- 
side her bunk. 

In spite of the fact that the pennies and dollars of the poor have 
been described as “high-velocity money” and much of any additional 
increase would be immediately spent for badly needed goods and serv- 
ices, we can see some of the aforementioned and more permanent gains 
sifting into the lives of our lesser privileged citizens. We can see the 
benefits for all of us in the preservation of our human resources. 

Looming largely in our interests are the advantages in a minimum- 
wage increase for Negro women who are heads of families and for 
women who must supplement the family earnings. Without going 
into the sociological implications of why so many Negro women are 
the sole support of their families, we may say that statistics support 
this thesis. 

The vicious results of disorganization and the lack of basic family 
traditions in many Negro families are fairly common knowledge; the 
lax and spasmodic discipline extended by mothers who cannot manage 
at prevailing rates of pay to provide a subsistence living and run a 
well-ordered home at the same time are also known and deplored. 

We vitally need to strengthen the economic hand of women who are 


breadwinners. FE. Franklin Frazier, noted sociologist, says in the 
Journal of Negro Education, volume XTX: 
The extent to which Negro males assume responsibility for the support of their 


families is limited partially but not entirely to their limited employment oppor- 
tunities in industrial occupations. 


This reference gives evidence that we are aware of the pathological 
problems to which may of our families are subjected. We add, how- 
ever, the fact that the inadequate and sometimes degrading wage 
stipends paid to men and women over a period of several generations 
have tended to lead to further frustrations and more serious family 
disorganization. 

As the floor of economic opportunity is raised for the most deprived 
of our citizenry—native white, nonwhite, and foreign born—and as 
family life is strengthened, so will a climate conducive to constructive 
work on other basic problems he helped along. 

The National Council of Negro Women earnestly urges the amend- 
ment of the Fair Labor Standards Act to include a minimum wage 
of $1.25 per hour and advocates a wide extension of coverage. We 
believe the world’s richest Nation, with the world’s highest living 
standard, can ill afford to do less. 

This statement was respectfully submitted by Mrs. William Thomas 
Mason, our national president. 

Senator Dovetas. Thank you very much, Mrs. Frazier, for this 
very interesting statement. 

Senator Goldwater, do you have any questions? 

Senator Gotpwater. No, sir; I have no questions. 
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Mrs. Frazier. Thank you very much, Senator. 
Senator Doveras. The next witness is Mrs. Marie D. Lane, repre- 
senting the American Public Welfare Association. 


STATEMENT OF MRS. MARIE D. LANE, WASHINGTON REPRESENTA- 
TIVE, AMERICAN PUBLIC WELFARE ASSOCIATION 


Mrs. Lane. Our association, Senator Douglas and Senator Gold- 
water, is composed of people who are primarily working in or for 
departments of public welfare and other interested persons. I have 
filed a statement on behalf of the association with the committee, 
which I thought I would not read, if that is all right. 

In addition to anything which pertains to the general welfare of a 
whole community, we are, of course, interested in an adequate wage. 
It simply means that with an adequate wage fewer and fewer people 
come to the welfare departments. 

More people support their own relatives, and they build higher 
accounts in old-age and survivors’ insurance. We are not competent 
really to speak to the amount of the wage, but we do want those 
thoughts kept in the consideration of the committee of how wages 
do affect the caseload. I think that is all I have to say. 

Senator Dovetas. Thank you very much. 

(The prepared statement of Mrs. Lane follows:) 


STATEMENT OF Mrs. MARIE D. LANE, WASHINGTON REPRESENTATIVE, AMERICAN 
PuBLIic WELFARE ASSOCIATION 


The American Public Welfare Association wishes to express its support of 
Federal legislation which will raise the present minimum wage to an amount 
assuring workers and their dependents a healthy diet, sufficient clothing, decent 
housing, and adequate education. 

The present amount (75 cents an hour) was adopted in 1949 and was inade- 
quate then, as the House Committee on Education and Labor reported. In the 
intervening years, the Consumer Price Index, as reported by the Bureau of Labor 
Statistics, rose 14 percent (January 1950 to November 1954). 

We have an immediate interest in adequate wages. The American Public 
Welfare Association is a nonpartisan organization composed of: (1) State and 
local departments of public welfare; (2) individuals engaged in public welfare 
at all levels of government; and (3) persoas outside government interested in 
public welfare programs. Affiliated with it are the National Council of State 
Public Assistance and Welfare Administrators, the National Council of Local 
Public Welfare Administrators. 

It is thus obvious that our members are in close official contact, throughout 
the Nation, with recipients of governmental assistance, at whatever level of 
government given. Many of these recipients are not themselves, of course, in 
the labor market; they are kept from it by advanced age, youth, prolonged ill- 
ness, or other causes. 

But many of them are members of families, or have close relatives, who are 
workers in the full, normal sense of the word and subject to the conditions of 
the labor market. From their earnings, come, often, contributions to the support 
and needs of recipients of governmental assistance, and the amount of the con- 
tribution they can make depends upon the amount of their earnings. Moreover, 
most States have laws holding members of families and close relatives respon- 
sible, in some degree, for the support of persons in need or receiving govern- 
mental assistance. 

Public welfare workers advise and consult with families in need of assistance ; 
hence, our interest in adequate wages for people in the labor market. Among 
the wage-earning relatives of beneficiaries of governmental assistance are Many 
workers, of course, on payrolls subject to the minimum wage legislation approved 
by the Congress. 
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There are many detrimental effects of low wages: 

(1) Inadequate incomes mean the level of nutrition in family diets is below 
satisfactory health standards. 

(2) Inadequate incomes often mean insufficient and unseasonable clothing, 
inability to hire doctors, neglect of tooth decay, and other threats to elementary 
health needs. 

(3) Inadequate incomes require families to live in crowded and unsanitary 
houses, thus producing slum areas, which in turn, offer themselves as a breeding 
ground for crime and juvenile delinquency. 

(4) Inadequate incomes deprive the growing members of the family of the 
essentials of an ordinary education, force children into early employment 
thus handicap them throughout their lives. 

These effects of inadequate incomes are, in many cases, the direct or indirect 
reasons for application for public assistance. Public welfare workers have long 
stood for those provisions which will prevent the need for public assistance. 
It is evident that an adequate family income is one such provision. 

We add our testimony, therefore, to this general view of the effect of insuffi- 
cient earnings and wages because we feel that we have exceptional opportunities 
to observe the facts where they are to be found at first-hand—in the homes and 
lives of families receiving low wages and inadequate incomes. 

We request that this statement be included in the record. 


Senator Doucias. The next witness is Mr. Frank Andolina, national 


director of the Association of Catholic Trade Unionists. Mr. 
Andolina ¢ 


, and 


STATEMENT OF GEORGE R. DONAHUE, THE ASSOCIATION OF 
CATHOLIC TRADE UNIONISTS 


Mr. Donanve. Senator, Iam appearing on behalf of Mr. Andolina. 
My name is George R. Donahue. 

Mr. Chairman and members of the Subcommittee on Labor of the 
Senate Committee on Labor and Public Welfare: the Association of 


Catholic Trade Unionists and its national director, Mr. Frank Ando- 
lina, are grateful for the opportunity you have presented us to air 
our views here on the question of the amendment to the Fair Labor 
Standards Act which concerns itself with the raising of the national 
minimum wage. I am appearang as a representative of Mr. Andolina 
and as a former national director of the association. 

For the purpose of informing the members of this committee as to 
the nature of the organization I represent, I would like to read into 
the record a statement of principles authorized by the executive board 
and the members of the association back in 1937, shortly after its 
founding. 

With your indulgence, I res read this statement: 

The stand of the ACTU: A group of militant Catholic union men, 
following the counsel of the Holy Father, Pius XI, founded the 
ACTU ( Association of Catholic Trade Unionists) on the afternoon 
of February 27, 1937, at The Catholic Worker headquarters in New 
York City. 

The purpose of the founders was not to organize Catholic unions, 
as some have thought, but to build up an organization of Catholics 
side by side with the established unions of America. The New York 
ACTU, for example, has members in 22 different trade unions—about 
half CIO, half AFL, and a few independent. 

The ACTU stands for sound trade unionism built on Christian 
principles. Its chief purpose is to foster and spread such unionism 
in the American labor movement by bringing to Catholic men and 
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women in particular, and to all men and women in general, a know! 
edge of those principles and by training leaders and supplying an 
organization to put them into practice. 

‘A better life: This means that all Catholic worki Ingmen and women 
-hould recognize their duty to join a bona fide trade union. It means 
that all Catholics should inform themselves about and take an active 
part in the affairs of the union to which they belong, not to win them 
selves a soft spot in good business, but to guarantee that truth, 

justice, and charity prevail in the conduct of that union. 

In short, they must see to it that their union performs its true 
function as a necessary means for men to win a better and more 
Christian life. 

The ACTU agrees that no Catholic remain in a union that is run 
along Marxist or un-Christian lines, but at the same time it loudly 
insists that no real Catholic can resign from that union, and thereby 
surrender it to Marxist or racketeers, until he has made ever \ possible 
effort to cure the corruption of that union. By “possible effort” we 
do not include and we intend to oppose any and every Fascist or 
un-Christian tactic. 

Senator Dove tas: Mr. Donohue, as I remember it, your association 
has done an extremely valuable job in fighting corruption in the New 
York waterfront within the union and in ‘regard to the so-called 
~hape-up system; isn’t that true? 

Mr. Donanvr. Yes, Senator. I wasa leader of rank-and-file move- 
ment back there in 1936, and I was driven off the waterfront. We 
continued our fight against corruption that existed there and still 
exists by aiding the longshoremen. 

We are still doing it. We also had to fight off the inroads of the 
(‘Communist Party who were attempting to exploit the bad situation. 

Senator Doveias. It seems to me it has been one of the most coura 
geous and constructive acts of the rank-and-file members that T know 
of in recent years. I think you deserve a lot of credit, individually, 
and your associates deserve credit. 

I want you to know that many of us are very thankful and grateful 
to you for what you have done. 

Mr. Donanur. Thank you very much, Senator. 

Wake up and live: To sum up, we believe that the only way for all 
men to win a better life is by a universal recognition and practice of 
the rights and duties that all men have by ‘the ve ry fact of their 
humanity. 

We shall never gain this recognition or practice until Catholies 
begin to wake up and live in the labor movement, until they educate 
and: train themselves for le ~adership, until they organize and work 
actively and intelligently for a Christian “reconstruction of the social 
order.” 

Basing our stand on the papal encyclicals, the writings of other rec- 
ognized Catholic authorities, and the basic principles of commonsense 
and justice, we believe that the worker has a right to— 

1. Job security ; 

2. An income sufficient to support himself and his family in reasonable 
comfort ; 

3. Collective bargaining through union representatives freely chosen: 


4. A share in the profits after just wage and return to capital have been 
made; 
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5. Strike and picket peacefully for just cause; 
6. A just price for the goods he buys; 

7. Decent working hours; 

8. Decent working conditions. 


and that the worker has a duty to— 


1. Perform an honest day’s work for an honest day’s pay ; 
2. Join a bona fide union; 


3. Strike only for just cause and after all legitimate means have been 
exhausted ; 


4. Refrain from violence ; 
5. Respect property rights; 
6. Abide by agreements freely made; 


. Enforce strict honesty and a square deal for everybody inside his 
hen 


8. Cooperate with decent employers who respect rights to bring about a 
peaceful solution of industrial war by the setting up of guilds for the self- 
regulation of industry and producer cooperatives in which the worker shares 
as a partner in the ownership, managment, or profits of the business in 


which he works. 

My purpose in reading this original statement of principles of the 
Association of Catholic Trade Unionists is to create a political and 
historical background for our interest in the matter pending before 
you. 

Since the founding of the group over 18 years ago, the membership 
of the association, in over a dozen industrial centers s throughout Amer- 
ica, has addressed itself to the problem of securing a sound social 
order through the media of free collective bargaining, through trade 
unions fr eely chosen by employees, and employer groups as well as 
through the avenues of local, State, and national legislation where such 
was found necessary. 

Basically, we believe that no sound social order can be achieved 
without the universal element of a living, family, annual wage for 
the great mass of American wageearners. Preferably, we would 
like to see this accomplished through the process of free collective 
bargaining between workers’ organizations and employers’ groups 
recognizing their common origin and destiny in Almighty God and 
dedicated to the solution of that problem which confronts them 
through the spirit of Christian charity and justice. 

However, we realistically recognize that such an ideal state of 
affairs, while greatly to be hoped for, is not yet present or even dis- 
cernible in the near future. The unfortunate antipathy toward the 
process of collective bargaining and toward trade unionism, which 
manifests itself in many employer circles, makes this conclusion 
obvious. 

While we regret this situation and the failure of the labor move- 
ment and capital to resolve its problems at the primary level of their 
intimate relationship, we recognize that inaction on the part of the 
Nation itself toward the achievement of a higher living standard 
for all of its workers, because of the refusal to utilize the processes 
of collective bargaining in so many sectors of our economy would be 
clisastrous. 

It is because of this reasoning that the association wishes to be 
recorded here as favoring an immediate increase in the minimum wage 
for the Nation’s workers under the Fair Labor Standards Act. 

It is part of our belief that the first lien upon industry in any sound 
social order is the livi ing wage of the worker. The living wage, we 
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believe, should idealistically be achieved by free bargaining bet ween 
the parties involved. 

However, when such processes are ignored, we believe it is an imper- 
ative moral duty on the part of the Nation to act and guarantee, 
through legislation, at least an approach to such a standard. 

This was the reasoning behind the simple resolution adopted at the 
last national convention of the Association of Catholic Trade Union- 
ists, held in the city of Cleveland on July 4, 5, and 6, 1954. 

With your permission, I will quote the resolution : 


MINIMUM WAGE RESOLUTION—FEDERAI 


Whereas the last increase in the Federal minimum wage was in 1949; and 

Whereas since that time the cost of living has increased so that the present 
75 cents per hour is wholly inadequate to meet the standards of social justice 
which demands a living family wage for every worker: Therefore be it 

Resolved, That this Ninth National Convention of the Association of Catholic 
Trade Unionists recommends that the United States Congress immediately 
increase the Federal minimum wage to $1.25 per hour and provide for coverage 
of retail and restaurant and hotel workers. 

In closing, let me say that the association has always viewed the 
social and economic problems of America as capable of resolution 
through the pluralistic processes of labor-industry contracts and sound 
national legislation. 

We have rejected and fought with great success the attempts of those 
who would introduce into the American Labor movement the class- 
war theories of international communism. We have fought with equal 
vigor those who would prostitute this movement to corrupt and selfish 
ends. 

It is our firm conviction that the greatest weapon in America’s 
fight against international communism is a free trade-union move- 
ment, living in contractual justice with a free-enterprise system, and 
with a social order bulwarked by sound social legislation. 

At this point in our history, we are convinced that a relatively 
high minimum wage of $1.25 per hour for all American workers 
would be another death-dealing weapon for America’s democratic 
arsenal in the universal struggle against totalitarianism. 

Senator Doveias. Thank you very much. 

Mr. Donanve. I would like to add one thing, Senator Douglas. 1 
heard a very learned paper when I came in that suggested the possi- 
bility of tripartite committees, and it put forward as a suggestion 
the efficacy of their working in enlightened States, so to speak. 

I was in the trade-union movement for 14 years, and I have been in 
this field since graduation from college more years ago now than I 
like to recall, and what I have seen of State minimum wage com- 
mittees of a tripartite nature is that they lag so far behind the Nation’s 
economy that even in the most forward-looking States they greatly 


fail to fill the bill. 


In New York State, for instance, most of the minimum wage boards 
have set their standards now at long last at 60 and 65 cents an hour. 
In many of the industries in which they set minimums, they have not 
yet reached the Federal minimum, and I have found, going through- 
out the country that in the neighboring States of the Northeast, many 
of the intrastate industries are now at 50-, 60-, and 65-cent levels. — 
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So I am confident of this one thing: That if that national a 
of a floor under the wages of American workers is to be solved, 
must be solved through ‘the process of national legislation, and ne 
tripartite committees should only be resorted to to resolve special 
problems, because in very many instances where unionization is not 
the rule of the industrial committee of a certain area, the resort to 
tripartite committees and to State commissions results in minimum 
standards far below the national standards. 

Senator Dove as. Thank you very much. 

The final witness for the morning is Mrs. Elizabeth Wickenden, 
speaking for the American Association of Social Workers. 

We are very glad to have you as a witness. 


STATEMENT OF MRS. ELIZABETH WICKENDEN, AMERICAN 
ASSOCIATION OF SOCIAL WORKERS 


Mrs. WickEeNvEN. I will file my statement, and talk, if that is all 
right with you. 

“My name is Elizabeth Wickenden, and I aeeer here today in behalf 
of the American Association of Social Workers. That is the general 
national professional association of social workers. I think that——— 

Senator Dovaenas. I don’t want to get you involved in a jurisdic- 
tional dispute, but would you clear up the uncertainty in my mind as 
to the difference between your organization and the American Public 
Welfare Association / 

Mrs. WicKENDEN. Yes, sir. The American Public Welfare Asso- 
ciation is a functional organization. It is a membership organization 
to which the State and local public welfare departments belong, and 
individuals who work in public welfare. 

Senator Dovueias. And which includes the private agencies? 

Mrs. WicKENDEN. No. Our association is more comparable to the 
AMA or the Bar Association, in that it has individual members who 
have to qualify in terms of their professional achievements. 

Senator Doueias. You are the aristocracy of the profession ? 

Mrs. WickenpeN. I think maybe Mrs. Lane would argue with me. 

Senator Dove.as. I am not trying to stir up trouble, you under- 
stand, but you might say that you are ‘the House of Lords and they are 
the House of Commons. 

Mrs. WickrenpDEN. I don’t think that would be quite appropriate. 
There is quite an overlap, because more than half of the members of 
the Association of Social Workers work for public welfare. So, for- 
tunately, we are not in disagreement on this or many other things. 

I naturally appear here not as an expert on questions of economics. 
I think if T have anything to contribute to this discussion, it is in 
terms of the fact that low wages, substandard wages, are not just a 
private affair between an employ er and his employee, but they do have 
a very heavy social cost which ultimately has to be borne by the public. 

From the very beginning of minimum-wage legislation, g going back 
to the 1910 period, social workers like Jane Adams and others were 
crusading for minimum-wage legislation in the State Legislatures, 
because they saw very clear ly that. they really could not meet the kind 
of needs that they saw around them unless something was done about 
the basic problem of income. 

Since that time, we have enacted a great many kinds of social-wel- 
fare laws to met the needs of people who, for one reason or another, are 
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outside the wage market. Our social-security legislation is probably 
the most important of those, but still, the basic problem really remains 
the same, because for most people, the level of their living is deter 
mined by their wages, and not only that, it is the wage level that gives 
the economic base on which all these other social programs depend. 

We have come also a long way since 1910 in our total national prod. 
uct. We have more than tripled our national product, and it is est) 
mated that each year the average productivity of working people 
goes up by 3.7 percent. 

So that this problem of assuring a decent life to people is certain|) 
not one in this country, as it is In many other countries of the fact 
that we just haven't got the economic base. Our problem is that we 
have got the production ; how can we distribute it in such a way as to 
assure a good income to people through wages, while they are work- 
ing and an adequate base for social programs when they are needed. 

Despite this great progress, however, I think the social workers 
are the group in the country who have the best opportunity to see how 
many people are not receiving the benefit of this high productivity ; 
how many people there are who are still living below an acceptable 
social staridard, and I would like very briefly to last five adbanlag 
areas where I think this social cost of substandard wages is most 
evident to social workers. 

The first point I would like to make relates to dependency, which is 
where you certainly get your highest cost to the taxpayer. It seems 
self-evident, but perhaps it is worth saying again, that the people who 
have the lowest wages are those who live most precariously balanced 
on the edge of self-support, and any slight upset in that balance 
throws them over onto public relief, whether it be illness or a tempo- 
rary unemployment not covered by unemployment compensation, or 
some other dislocation in their lives. 

It seems to me fair to say that it is the taxpayer in that case who 
subsidizes the employer who is paying the low wages. In the second 
place, there are a whole series of ways in which substandard w: ages 
affect family life. We all pay tribute to family life as the basic source 
of our national good health. “ Again, one of the ways we could help to 
support that is through an adequate wage base. 

In the first place, I think many witnesses here have testified to the 
price paid by children for low wages. I think all people who have 
children know how difficult it is to provide them with the medical and 
dental care that they need, let alone the basic essentials of a good life. 

Certainly where wages are substandard, the pressure on a mother 
to go to work and supplement the earnings of the father is much great- 
er, and thus, children are left without the care they need. 

It is also a very unfortunate fact in our national life that we are 
having many more desertions than we used to have by fathers. I don’t 
know all the answers to that, but certainly an overburdened father who 
can’t make ends meet is more tempted to take the easy way out. Some- 
times desertion is. 

Senator Doueias. Now, aren’t you making too ready an excuse for 
the males because, as a matter of fact. the economic condition of the 
wage earners has improved very greatly in recent years, and yet you 

say that family desertion has increased at the same time. 

Mrs. WickENDEN. I am not defending the desertionists, Senator, 
and I think there has been some desertion by mothers, but I think the 
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more typical thing is that you do have a growing number of deser- 
tions, particularly in the areas where wages are lowest. 

Everyone knows that slum conditions are perpetrated by low rentals 
which, in turn, are based on low earnings, and certainly the percentage 
of delinquency among children is greater in such slum areas and among 
such substandard wage earners. 

Senator Doveias. You are speaking of low rentals which slum fam- 
ilies pay. That may be true, but the evidence that I have seen indicates 
that the landlords do very well. 

Mrs. WickENpEN. I don’t mean the rentals are low for what they 
get. I mean that they are obliged to live in miserable dwellings be- 
cause that is all they can find. 

Senator Dove.as. As a matter of fact, that creates one of the big 
problems in slum clearance, that the income from slum properties is 
relatively high; that the land is priced at a very high figure, and it is 
very expensive to buy up this land and to clear it. 

Mrs. WickenpEN. Yes. Well, I could say something about hous- 
ing, but I guess this isn’t the right committee for that. 

The third point I would like to make is that substandard wages 
place a heavy burden on community life. I think that sometimes 
there is confusion in some of these towns who think that if they have 
very low wages they can attract industry, and that that is an asset, 
but in actual fact, if they have a poverty-ridden population, they 
don’t have the tax base with which to provide the services that are 
needed by that population. 

So you have a double handicap, for the substandard wages serve to 
perpetuate the problems of disadvantaged minorities and other work- 
ers outside the inner circle of the labor market. 

I never like myself to use the term “marginal worker” because it 
doesn’t seem to me it is the worker who is marginal; it is the employer 
and what he thinks he wants by way of preferential employees. But 
the fact remains that there is a group of people of whom the Negroes 
are the largest segment, who cannot compete on even terms and who, 
therefore, are most benefited by minimum-wage legislation. 

I think the fact that Negro earnings still average, I think, one- 
half of those of white workers is a very sigrificant fact, and, of course, 
women and handicapped workers, and now the older worker and the 
inexperienced worker are all in that same disadvantaged situation. 

This point I would like to make relates to population mobility. I 
think it would be very foolish not to recognize that people moving in 
search of better opportunity is natural to the American way of life, 
and a constructive thing in advancing our situation, but when indus- 
tries move because of our present unrealistic minimum-wage laws, in 
order to seek cheaper labor, they do not contribute to the national 
welfare. 

They leave behind not only a group of people who are in a state 
of great hardship, but they also leave behind an enormous community 
investment. I think sometimes we do not take into account the fact 
that communities have an investment, as well as the manufacturer. 

Senator Doveras. In schools, streets, sewerage systems, water 
systems? 

Mrs. WicKENDEN. Yes; and so in thinking of the total economic 
picture, it seems to me extremely important to bear that in mind. 
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In conclusion, I would just like to say again that it is the public 
who pays the cost. for these results of substandard wages, and it seems 
to us that it would be more sensible to use the instrumentality of gov 
ernment to prevent them before they occur by having a realisti 
minimum-wage law. 

We would recommend that the minimum wage be raised to 51.25 
an hour and that its coverage be extended as far as practicable and 
constitutional. 

Senator Doveras. I read a number of the bulletins which you have 
written. Your testimony is up to the high quality of your bulletins. 

Mrs. WickenpEN. Thank you, sir. 

Senator Dovernas. I would like to ask you one question: Are you 
afraid of increased unemployment which might come if the wage 
were raised to $1.25? 

Mrs. WickenveN. No, Senator, I am not. I would like to make 
two comments on that. In the first place, I think the way to prevent 
acta Cert is to have a constantly increasing level of production. 

I don’t think that the level of production needs or requires substandard 
wages. 

I think there are other ways to raise the total market for the prod 
ucts that we produce than to take it from the workers who are at the 
bottom under present wage levels. 

Senator Dovenas. Thank you very much. 

(Mrs. Wickenden’s prepared statement follows :) 


My name is Elizabeth Wickenden and I am here today to testify in behalf of 
the American Association of Social Workers. This is the general national asso- 
ciation of professional social workers, for which I serve as consultant in the 
field of social policy and social legislation. 

The American Association of Social Workers favors immediate amendment of 
the Fair Labor Standards Act to increase the minimum wage to $1.25 an hour 
and to extend its coverage to as many presently excluded groups of workers 
as possible, both by reducing the number of exemptions and by broadening the 
definition of interstate commerce. 

Social workers are well aware that a sound economic base for the country 
as a whole and an adequate income for each family are fundamental prerequisites 
to all other welfare concerns. As early as 1910, social workers like Jane 
Addams and Florence Kelley were in the forefront of the crusade for State 
mininum wage legislation because they saw chat only by lifting the lower wage 
levels could the misery that lay close to the doors of their settlement houses 
and other welfare agencies be alleviated. 

Since that time, we have come a long way, both in terms of our overall na- 
tional prosperity and the adequacy of our welfare legislation. Today we pro- 
tect people in a wide variety of ways against the economic and social hazards 
of our highly industrialized, interdependent way of life. 

But fundamentally, the basic problem remains the same: How best to use 
our vast productive potential to assure a decent life to every American family? 
Obviously for most people in our economy, the level of their wages constitutes the 
first line of defense against poverty and all its attendant ills. What we do to 
meet their needs by social measures is, of necessity, secondary to and, in fact, 
dependent upon that income level. 

Minimum wage is, therefore, important not only as a means of reducing the 
need for social welfare measures, but also as a basic underpinning for the 
economic health that assures their availability when they are needed. 

We Americans are incredibly fortunate that production and productivity are 
not problems for us as they are for the rest of the workd. In the period since the 
earliest minimum wage laws were enacted, our total national output has more 
than tripled. The average productivity of our workers is estimated to rise at the 
rate of 3.7 percent a year. 

For the first time in the history of a struggling, human race, we, in this 
country, are faced with the challenge of having the means to abolish poverty 
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with its large brood of subsequent social evils. But if we are to succeed in this, 
we must find the means to distribute this expanding product in a way that not 
only meets the needs of all our people, but gives them the purchasing power to 
keep the productive base functioning and growing. 

Realistic minimum-wage legislation that reflects this rising national income 
and productivity is a major means to this end. 

Despite our great progress, many people in this country are still receiving 
wages that are commensurate neither with our American standards of what 
consittutes a good and decent life, nor with our productive potential. 

Social workers are, by the very nature of their jobs, in a strategic position to 
see the end results of these substandard wages in terms of individual suffering 
and frustration, hardships to children, family breakdown, social dislocation, 
and increasing welfare burdens for the taxpayers. Very briefly, I would like 
to highlight a few of the more widespread and obvious of these: 

1. The low-wage earner lives precariously balanced on the ragged edge of 
self-support. The least disturbance of this balance throws him and his family 
into economic destitution and dependency upon public welfare aid. It is he 
who has no margin of protection to cover illness, temporary unemployment or 
underemployment, or any other of the economic and social hazards of modern life. 
In this sense, the taxpaying public is called upon to underwrite the employer 
who pays substandard wages. 

2. Substandard wages places a heavy burden on family life. Families are 
unable to provide their children with the basic necessities for healthy growth, 
especially such essentials as health and dental care. Mothers in such families 
are often driven to work to supplement an inadequate family inceme, thus 
depriving children of needed care. Desertions by an overburdened father, how- 
ever unfortunate, are increasingly frequent. Slum living conditions are per- 
petuated by the low rentals such families can pay. Many children are driven to 
delinquency by the shame and hopelessness of the environment in which they 
live. 

3. Substandard wages place a heavy burden on community life. A community 
which bases its existence on such wages has neither prosperous citizens nor the 
economic potential to furnish them with needed community services, public and 
voluntary. A poverty-stricken community compounds the social handicap of 
its poverty-stricken citizens. 

4. Substandard wages serve to perpetuate the problems of disadvantaged 
minorities, and other workers outside the inner circle of the labor market. It 
is these workers, whose economic bargaining power is lowest, who most need the 
protection of public law to raise them to adequate minimum standards. Average 
wages of Negroes in this country are still only approximately one-half those of 
white workers. Social workers are concerned with the vicious circle of racial dis- 
erimination in which low earnings mean low living standards and low living 
standards, in turn, inadequate preparation for full participation in community 
life. 

Likewise the woman worker, the older worker, the young, inexperienced 
worker, and the handicapped worker find themselves doubly handicapped by low 
bargaining power combined with greater need. 

5. Social workers recognize that a certain measure of economic and population 
mobility in the direction of greater opportunity is necessary to a high productive 
level in national life. But present unrealistic minimum-wage levels foster 
a type of economic movement in search for cheap labor which is socially dis- 
ruptive and economically unjustified. 

Movement of industry seeking lower wage levels contributes nothing to the 
economic growth of the country, destroys a vast community investment in the 
deserted areas, and works untold hardship on the individual worker and his 
family left behind. 

It seems ironical that in every area of widespread social need here described 
the public—through social agencies and programs, both public and private— 
is asked to pay the cost of remedying the personal and social tragedies to which 
low wages have contributed. 

It would seem to us far more sensible to use the instrumentality of govern- 


ment to prevent these situations before they occur and we strongly urge real- 
istic minimum legislation to this end. 


Senator Doveias. We will meet again tomorrow morning. 
(Whereupon, at 11:45 a. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Wedlnesday, May 11, 1955. 
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WEDNESDAY, MAY 11, 1955 


UNIrTep STATES SENATE, 
ComMMITTEE ON Lavor AND Pusniic WeLFrarr, 
SUBCOMMITTEE ON Lanor, 
We whing fon, dD. 

The subcommittee met, pursuant to adjournment, at 10:05 a. m., in 
room P-63, United States Capitol, Senator Paul H. Douglas (chair 
man) presiding. 

Present : Senators Douglas and Goldwater. 

Also present : Stewart McClure, staff director ; nor E. James, minor 
ity staff director; John S. Forsythe and Michael J. Bernstein, profes 
sional staff members; and Dr. Fred H. Blum, nie ant. 

Senator Doveias. The subcommittee wil! come to order. 

Our first witness will be Miss Magee. [But first I want to make 
statement for the benefit of the representative of the Department of 
Labor. 

We have repeatedly called upon the Department of Labor for infor 
mation concerning wages, and so forth, in the retail trade. Despite 
the fact that we have repeatedly asked the Department for this mate- 
rial, none has been furnished us. Promises are made from day to 
day, but a deep silence prevails from the Department of Labor. 

[ now serve notice upon the Department that we want information 
on retail trade, prior to their appearance next Tuesday, not later than 
Friday of this week. 

(The information referred to appears on the statistical appendix.) 

Miss Magee, we are very happy to have you here this morning. 
You are general secretary of the National Consumers League, and the 
National Consumers League is the real parent of the minimum wage 
in this country. 

It was the Consumers League of Massachusetts, of Oregon, and of 
other States which was largely responsible for the passage of the 
original minimum-wage laws prior to World War I. That was true 
of the original New York law as well, and it was the Consumers 
League which organized the legal defense of these acts before State 
and Federal courts and carried the burden of the battle. 

The country will be eternally grateful to Mrs. Florence Kelley, who 
was for many years general secret: ry of the National Consumers 
League. You, Miss Magee, have been a fighter for such legislation 
for a long time and you have been a most efficient and high- minded 
public servant. You are the worthy successor to Mrs. Kelley and I 
can think of no higher praise. It is a great pleasure to have you here. 
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STATEMENT OF MISS ELIZABETH S. MAGEE, GENERAL SECRETARY, 
THE NATIONAL CONSUMERS LEAGUE 


Miss Macrr. Thank you, Senator Douglas. 1 think after that kind 
introduction I can omit my first paragraph which was stating the 
reason for the interest of the National Consumers League in ‘these 
hearings. 

We feel that the passage of the Fair Labor Standards Act in 1938 
was one of the really great milestones in the history of social legis- 
lation in this country, and we believe that it established the principle 
of the living wage as a part of the American way of life. 

After I wrote that sentence, I read some of the testimony which 
was presented to your committee from organizations which appar- 
ently do not believe that it is part of the American way of life. We 
still believe that it is. 

We welcome the opportunity to appear before your committee to 
present our views on the amendments to the act which you have under 
consideration. 

At the outset, I would like to suggest three reasons why the act 
needs amending now. First, the minimum rate is not realistically 
related to the cost of living; in the second place, it fails to protect 
all the workers whom it could protect; thirdly, it is not sufficiently 
flexible to take care of future economic changes. 

On the first point, your committee has been given much statistical 
material on the cost of living. The mechanics “of preparing budgets 
and measuring changes in cost of living has been greatly improved 
since the early days of minimum-wage budgets for women. 

Many of these were the result of a kind of guesswork, and they 
failed miserably in representing what was actually required for a 
woman to live on her own. One of the early Massachusetts budgets, 
for instance, prepared in 1919, included 15 cents for medical care, 
weekly, and 11 cents for religion. 

The modern budgets both for families and for individuals are 
geared to actual experience, and reflect more accurately what it really 
costs to live. 

Now that we have learned to make these estimates of living costs, 
our basic difficulty is that minimum-wage rates do not reflect what 
has been learned. If minimum-wage protection is to be effective, 
the rates should bear a realistic relationship to what it actually costs 
to live. 

For example, most of the recent budget studies made by State 
labor departments would require a wage of at least $1 an hour on 
the basis of a 40-hour week. The latest study made by the New 
York department, in 1952, sets $2,442 as the cost of living for a 
self-supporting woman, requiring $1.17 an hour for 52 full weeks. 
In spite of these facts, minimum-wage orders in the States, with very 
few exceptions, do not go above 75 cents and many are lower. 

I regret to state that in the State of Ohio we still have a wage 
order of 2214 cents an hour for laundry workers, which is in existence 
because the department has been neglectful of the procedures allowed 
under the law. 

The reason for this lag, as all of us know who have struggled to 
raise minimum-wage rates in the States, lies in the active resistance 
on the part of employer groups to increased rates. It is due also 
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to the fact that once having set a minimum rate, it is easy to adjust 
it by applying the percentage increase in cost of living, thus per 
pe tuating the inadequacy of the earlier rate. 

This is what the administration has done in proposing 90 cents 
as the proper minimum. The 75-cent rate was admittedly not ade 
quate in 1949: the injustice is Sam_oEnaT by applying the cost of 
living increase, and by ignoring other factors such as productivity 
and changed patterns of living, and, I should add, increased wage 
rates, 

The result of the compromise with the principle of the living wage 
is that the industries which are allowed to pay substandard wages 
are being subsidized either by the families of workers, by community 
agencies, or by the government. 

Mr. Justice Stone, in his dissenting opinion in the Tipaldo case, 
had this to say on this point, and I have found it no place else, it 
seems to me, as well expressed : 

In the years which have intervened since the Adkins case, we have had oppor- 
tunity to learn that a wage is not always the resultant of free bargaining between 
employers and employees; that it may be one forced upon employees by their 
economic necessities and upon employers by the most ruthless of their compet- 
itors. 

We have had opportunity to perceive more clearly that a wage insufficient to 
support the worker does not visit its consequences upon him alone; that it may 
affect profoundly the entire economic structure of society and, in any case, that 
it casts on every taxpayer, and on Government itself, the burden of solving the 
problems of poverty, subsistence, health, and morals of large numbers in the 
community. 

Because of their nature and extent these are public problems. A generation 
igo they were for the individual to solve; today they are the burden of the 
Nation. I can perceive no more objection, on constitutional grounds, to their 
solution by requiring an industry to bear the subsistence cost of the labor which 
it employs than to the imposition upon it of the cost of its industrial accidents. 

Senator Doverias. And what was the minority opinion in the 
Tipaldo case in 1936 became the majority opinion in the case of West 
Coast Hotel versus Parish in 1937. 

Miss Macer. That is right. 

We should soon move in the direction of prov’ iding a minimum wage 
which really represents living cost. The $1.25 proposed in the Leh- 
man bill, I believe, can be justified on that basis. 

The early laws providing minimum wages applied only to women 
and minors. Fortunately, the Federal act covers men and women, and 
several States have amended their laws to include both sexes. The 
wages of women, however, still present a special problem, as indicated 
in the a released by the United States Department of Labor 
regarding factory workers’ earnings—Bulletin No. 1179, Factory 
Workers’ Earnings: Distributions by Straight-Time Hourly Earn- 
ings, April 1954, pages 18 and 19. Whereas only 6 vente of men 
production workers were paid less than $1 per hour, 23 percent of the 
women production workers were in that category. 

While 13 percent of the men received less than $1.25, 51 percent of 
the women were paid less than $1.25. The differentials are due in 
part to the large proportion of women employed in unskilled and semi- 
skilled jobs. ‘Primarily, the reflect the fact that a smaller propor- 
tion of women are organized in trade unions, and therefore, in a 
poorer bargaining position than men. 
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There is a common supposition that many women work for pin- 
money—or perhaps for mink coats. Therefore, it is considered jus- 
tifiable to pay them at a lower rate than men are paid for the same 
work. This supposition is not borne out by the facts. In the Wom- 
en’s Bureau publication Women Workers and Their Dependents, Bul- 
letin 239, page 17 and following, it is reported that a study of over 
9,000 women in trade unions had shown that from half to nearly two- 
thirds of the women either fully or partly supported 1 person, in 
addition to self-support, and a substantial number supported 2 or 
more. This situation underlines the need for adequate minimum 
wage. 

Coverage should be extended: We believe that what is good for 
one group of American workers is good for all workers. Therefore, 
we welcome the proposal for widening the coverage of the Fair Labor 
Standards Act included in the Lehman and Murray bills. 

We realize that there are certain constitutional limitations. How- 
ever, the commerce clause of the Constitution would allow for a greater 
number than are now included. This means two things: Plugging up 
the loopholes which now exist through special exemptions, and widen- 
ing the area of applicability by amending the definitions in section 3 
tc include “activities affecting commerce.” 

Among the exemptions which we hope will be eliminated are the 
plants processing fish products, telephone exchanges, and industrial- 
ized agriculture; we hope also that the exemption of overtime rates in 
canneries will be removed. 

Telephone exchanges: When the act was adopted in 1938, it carried 
«n exemption for operators in public telephone exchanges which had 
fewer than 500 subscribers. We had testimony 2 weeks ago in the 
Ohio Legislature in regard to the number of girls in some of those 
small telephone exchanges in Ohio who were being paid unbelievably 
low wages because there is no wage order to cover them under the Ohio 
law, and they were exempted under the Federal law. 

Senator Doveras. I wonder if you have that material at hand? 


Miss Mager. I don’t have it at hand, but I will be glad to get some 
end send it to you. 


Senator Doveias. Would you? 

Miss Mager. As a matter of fact, a committee member asked a ques- 
tion of someone testifying as to whether most of these telephone ex- 
changes weren’t just switchboards in people’s kitchens and the women 
were running them while they were doing their work. He said that 
was not true. The representative of the Communication Workers who 
was testifying said that in some cases their work was sufficient so that 
they brought other people from outside their home to help them, and 
he said “I know of cases where they got as low as 10 cents an hour for 
their work.” 

I will attempt to get some more data on that and furnish it to you. 

Miss Mager. I remember the debate in Congress in 1949 on the re- 
quest to raise the exemption to 750. The argument used was that 
farmers had become more prosperous and, therefore, more of them 
had telephones. Therefore, these companies should continue to be 
exempted. It was hard to see the reasoning involved in the claim 
that telephone companies whose business was expanding were still 
unable to pay a living wage. 
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Canneries: Canneries are allowed to overtime exemptions in the 
present law. One in section 7 (c) denies to canners and packing-shed 
workers any overtime payment for 14 weeks in the year. The second 
exemption in 7 (b) (3) provides 14 more weeks during which sea 
sonal industries need not pay overtime until after 12 hours a day and 
56 hours a week. The result is that canneries have found it possible 
to work for 28 weeks in the year without overtime pay. 

Government studies of the canning industry—and I am referring to 
some earlier studies; I haven’t seen any recent ones—show wide 
divergence in wages paid, indicating differences in efficiency. The 
best-managed canneries are able to pay high wages and overtime and 
still compete with low-wage units. 

The average hourly earnings in canneries even during the war years 
were 25 cents less than the average for all manufacturing. When the 
need for canned food was such a vital part of the war eflort there was 
a serious manpower shortage, due in large part to the low-wage policy 
of the industry. Many appeals went from canners to the War Labor 
Board, asking permission to increase wages. In some communities 
it was necessary to use prisoners of war, and I heard an Ohio canner 
testify in the legislature that he had even resorted to getting people 
from the local jail to help him out. 

We believe that both exemptions for overtime should be removed. 
Work during the peak season is exhausting. Many workers have 
periods of unemploy ment or slack hours when the peak is over and 
they are entitled to extra remuneration for the long hours employed. 

I would like to quote a statement from the New Jersey Consumers 
League, which I am asking leave to file. It deals specifically with this 

canning matter: 


There seems no good reason why workers in food processing should not get the 
same minimum rates, including time and one-half for overtime, required by 
in other industries. It is not a poverty-stricken industry. 

It has produced some enormous concentrations of wealth right here in New 
Jersey. The usual argument is that the hours must be long in the busy seasons 
because the food processed is perishable. But human health is likewise perish- 
able, and the fact that the work is seasonal does not make it any easier for the 
workers to live deprived of the opportunity to earn time and a half for overtime 
in the busy season. 

If any differential were to be allowed, logic would seem to indicate a higher 
rate in a seasonal industry of this kind to compensate for low earnings in the 
slack season. We would like to see these overtime exemptions removed from the 
Fair Labor Standards Act. 


law 


Commercialized agriculture: We endorse strongly the proposal con- 
tained in the Lehman bill for covering workers in commercialized 
agriculture, the so-called factories in the field. The products of these 
enterprises move in interstate commerce, and the setting of minimum 
wages for these workers would be a significant move in the direction 
of raising the status of all farm labor. 

The President’s Commission on Migratory Labor made a study in 
1951 of agricultural and industrial wage rates, which showed the 
widening inequity in wages paid to hired tenes labor and factory 
labor. C omparing the hourly earnings of farm laborers and factory 
workers, the Commission found that during 1910 to 1914, the period 
selected by Congress as the base for the farm-parity price system, farm 
wages were two-thirds of factory wages. 
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In 1950, while factory workers’ hourly earnings averaged $1.45, 
farm workers’ hourly earnings averaged 55 cents, or only a little over 
one-third. 

The Commission pointed out further that nationwide averages tell 
only part of the story. 

Unlike industry, where geographic wage differentials are becoming 
progressively narrower, geographic differentials in farm wages have 
actually widened. The Commission considered it significant that the 
regions in which farm wages are well below the national average are 
the regions containing the States in which the major portion of the 
postwar foreign-labor contracting has centered. 

Senator Doveias. Mexican wetbacks are concentrated in the South- 
west and in southern California. 

Miss Macer. That isright. That is, of course, more fully developed 
in the report of the Commission. I give the citation, Migratory Labor 
in American Agriculture, Report of the President's Commission on 
Migratory Labor, 1951, pages 130-133. 

The Congress has before it the proposal to make permanent Public 
Law 78, the statute which provides for the admission of Mexican 
contract labor. We are against this proposal, and believe that the 
renewal should be for only a year at a time, while constructive measures 
are undertaken to enable more American workers to be employed in 
these jobs, thus reducing the need for foreign labor. 

One such constructive measure is the provision of minimum wages. 
Many of the reputed shortages of labor in the areas using contract 
Mexicans are artificial shortages, because of the low wages offered for 
the jobs. Moreover, this situation forces many American citizens to 
migrate in order to find jobs with decent wages, and in so doing, they 
add to the stream of migratory workers who go from those areas to 
other parts of the country with very serious results for their families 
and bringing many problems into the States into which they migrate. 

It was considered for many vears that labor legislation could not 
be applied to agricultural workers. But the situation has changed 
materially. It is no longer the one hired man on the family farm 
who is involved. We are beginning to cover agricultural workers 
in workmen’s compensation laws in several States: we now have some 
farmworkers included in old-age and survivors insurances. Minimum 
wage for the group indicated in the Lehman bill is the logical next 
step 

Senator Doveras. Is that all you are going to say on coverage? 

Miss Mager. I think so. There are many other things to be said, 
but these are the nearest to our experience. 

Senator Doveras. The administration is proposing that chain stores 
doing interstate business and chain hotels should be included. 

Miss Macer. Well, I though I covered that without going into any 
of the technical aspects, by saying we would like to see as many 
occupations covered as can be covered constitutionally. 

I don’t have any objection on theoretical grounds to covering retail 
trade, as was expressed yesterday, but I am. not prepared to discuss 
exactly how it could best be done. 

But on the agricultural coverage, I would like to add this com- 
ment: T had the opportunity yesterday, in going over the testimony 
that had been given in the last few weeks, to read the statement by 
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Mr. H. H. Mitchell from the National Farm Labor Union, in which 
he indicated that possibly the agricultural coverage might have to be 
dealt with in a somewhat different way than industrial coverage, be 
cause of the wide discrepancy in wages and because if its not havin 
been covered at all. 

I was interested in his suggestion that perhaps it could be handled 
entirely through industry committees for different crops, perhaps. 
I thought that was an interesting point. 

The act should provide for future chi anges: One of the serious lacks 
in the Fair Labor Standards Act is any provision for administrative 
procedures to make possible increasing the minimum wage rates for 
individual industries above the statutory minimum. When the aet 
was adopted in 1938 a escalator clause was included, providing a 
25-cent minimum for the first year, a 30-cent minimum for the next 
6 years, and a 40-cent minimum at the end of 7 years. 

During this time, the Administrator was authorized to appoint 
industry committees formed on a tripartite basis to consider and rec- 
ommend minimum wage rates higher than the statutory minimum for 
individual industries. Practically all industries had reached the 40 
cent rate before 1945. 

Unfortunately, 40 cents was both the minimum and the maximum. 
This was contrary to the original concept of minimum wage. With 
the war-indueed inflation, the 40-cent rate became obsolete. In the 
fall of 1945, bills were introduced in the Congress to provide a 65-, 70-, 
75-cent minimum, again on an escalator basis. 

The bill for 65 cents passed the Senate in 1946, but did not reach 
the floor of the House. During the 80th Congress, hearings were held 
by committees of both Houses in 1947 and again in 1948, but no bill 
was recommended for passage. 

Finally, in the summer of 1949, the bill providing a 75-cent minimum 
was enacted. By this time, 75 cents, which had been looked upon as a 
possible goal in the fall of 1945, was itself obsolete. 

Senator Doveias. That was because of the big increase in the cost 
of living in 1946 and 1947. 

Miss Mager. That is right; inflation. 

I submit that this is an unnecessarily cumbersome procedure, and 
that the law should be sufficiently flexible to allow the Wage-Hour 

Administration, by means of industry committees, to make the adjust- 
ments necessary to meet changing economic conditions. 

The procedures should be defined and safeguarded as in the or iginal 
act with the provision that no differentials can be set solely on a 
regional basis. With such definitions and safeguards, there would 
seem to be no need for a maximum. There is none, I believe, in any 
State laws which have the wage-board system. : 

Objection has been raised in the hearings as to possible dangers in 
making a substantial increase in the minimum rate, because of the 
shock to business. If we had the mechanism for adjusting the mini- 
mum rate above the statutory rate through administrative action, it 
could be done more gradually and more ‘frequently than is now the 
case. We strongly urge for your consideration the reinstatement of 
the industry- committee system. That section is still in the law but, 
of course, applies only to Puerto Rico. 
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We are grateful that this Congress is undertaking to examine the 
law thoroughly with the view of making basic improvements. Cer- 
tainly with. nearly 20 years experience “under the Federal act and 
10 years with State laws, it should be possible to make substantial 
progress now in developing a more effective act. We believe that the 
Lehman bill provides the basis for needed changes and we endorse its 
principles. 

Senator Doveias. Thank you very much. 

Miss Macer. I would like to ask permission, Senator Douglas, to file 
a statement by the Consumers League of New Jersey dealing with only 
two points. 


Senator Dovueias. That will be made a part of the proceedings fol- 
lowing your testimony. 

Thank you very much. 

Miss Mager. Thank you. 

(The statement referred to follows :) 


STATEMENT OF Mrs. MARION C. REED, CHAIRMAN, MINIMUM WAGE COMMITTEE, 
CONSUMERS LEAGUE OF NEW JERSEY 


Mrs. Reep. Mr. Chairman and gentlemen of the subcommittee, the Consumers 
League of New Jersey wishes to call your attention to the following budget for 
a woman worker in New Jersey. This budget is based on a cost-of-living survey 
that was participated in by the Consumers League of New Jersey in 1938 for use 
by wage boards under our State minimum-wage law. 

This survey was studied and revised in November 1942, and has now been 
brought up to date through the BLS Consumers Price Index. Allowance has 
been made for social security, Federal income tax, and the State tax for unem- 
ployment due to illness. 

The statistics were obtained from the Bureau of Labor Statistics of the United 
States Department of Labor (unpublished material from Women’s Bureau, 
February 8, 1955). 


Estimated annual cost of adequate maintenance and protection of health for a 
woman worker living alone in a furnished room and eating meals in restau- 
rants, New Jersey, October 1954 


Estimated 
Items of expenditure Weekly | average 


annual cost 


Housing (furnished room) - -- i. : $6. 40 $333. 03 
Food (3 restaurant meals day) : Powe arin 17. 85 928. 53 
Clothing. __- ; etal Ses ikl jpatetei 6. 97 362. 32 
Other living essentials_ : ee : 698. 82 
Clothing upkeep 3 } 5 Li bi naneeeldes ake .73 37. 89 
Personal care i : we 1.53 79. 31 
Medical, dental, optical ___ i ae piled Gnas 1.71 89. 22 
Recreation, including vacation wha ; ass 194. 43 
Education and reading material _ _- , | .6 31. 87 
Transportation (32 cents per day) _ -- L J Rhaidhded i . 116. 19 


Miscellaneous - -- pail : a iihwewes mae | 140. 91 

Church contributions _ __.- , ia jan . 68 36. 02 
Charity and gifts__ ih wtibhts dD wiped th gantb bigs duiste ahbidowatnee ahi .f 28. 76 
Candy and cigarettes z a Z ; 40. 14 
Incidentals __ PL ehiles poo nue : 35. 99 


Total commodities and services __-- enemy ge a cate abiiccnaaid 2, 313. 70 
Savings and insurance 3 129. 57 
Federal income tax_ | 408. 69 
Social security, including old age, unemploy ment, , disability insur- | 

ance... ; Se 80. 65 


Total cost of budget______-_- ‘ 2, 932. 61 
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Few women workers are able to work for 52 weeks in the year at the rate of 
40 hours per week. Illness and other unavoidable absences may easily cut the 
working time to 50 weeks. But for the purpose of this testimony, if 52 weeks of 
40 hours each is used, the worker will be employed for a total of 2,080 hours. 
Using the total in this budget, the hourly rate would be $1.41. We think that 
the cost of living should be considered in setting a minimum wage. 

There seems no good reason why workers in food processing should not 
get the same minimum rates, including time and a half for overtime, required by 
law in other industries. It is not a poverty-stricken industry. It has produced 
some enormous concentrations of wealth right here in New Jersey. 

The usual argument is that the hours must be long in the busy season because 
the food processed is perishable. But human health is likewise perishable and 
the fact that the work is seasonal does not make it any easier for the workers 


to live deprived of the opportunity to earn time and a half for overtime in the 
busy season. 


If any differential were to be allowed, logic would seem to indicate a higher 
rate in a seasonal industry of this kind to compensate for low earnings in the 
slack season. We would like to see these overtime exemptions removed from 
the Fair Labor Standards Act. 


Thank you for the opportunity of filing this statement with your committee. 


Senator Doveras. Is Mr. Thomas, of the National Urban League, 
present ? 


STATEMENT OF WILLIAM H. BALDWIN, CHAIRMAN, COMMITTEE 
ON PUBLIC AFFAIRS, NATIONAL URBAN LEAGUE 


Mr. Batpwin. I am William H. Baldwin. I know Mr. Thomas 
is in town. 

Senator Doveias. Would you be ready to testify, Mr. Baldwin? 

Mr. Batpwin. Iam. I have the document. I know he is in town. 
I called him up at quarter of 10. I think he may find some difficulty in 
finding this room. 

First of all, I appreciate your courtesy in putting this appearance 
over until today. 

_ Senator Dovucuas. Are you the son of the William H. Baldwin who 
was once referred to as the first citizen of New York, who was the 
president of the Long Island Railroad ¢ 

Mr. Batpwrin. Yes, sir, and I inherited from him my interest in 
interracial relations. 

Do you want me to read the statement ? 

Senator Dovuc.as. If you would, please. 

Mr. Batpwin. The National Urban League is an interracial service 
agency with headquarters at 1133 Broadway, New York City, and 
local affiliates in 60 cities in 30 States throughout the Nation. A 
major objective of the Urban League, since its establishment in 1910, 
has been the improvement of the economic and social conditions under 
which a large proportion of the Negro population lives. 

Through the years, the league has insisted that all American work- 
ers are entitled to equal and unrestricted opportunity to enter any 
occupation for which they are prepared and qualified, and to progress 
in thatioccupation solely on merit. Accordingly, the league has sought 
to remove barriers to employment based on race, religion, national 
origin, and other nonperformance factors. 

Substantial progress has been made during the past two decades, 
and Negro workers are slowly finding their way into the main stream 
of our economy. As encouraging as this development has been, the 
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tragic fact remains that the majority of Negro workers are still 
unable to earn enough to maintain an acceptable standard of living. 

The results of these economic disadvantages are reflected in the 
depressed state of family life, education, and health so frequently 
observed in the large centers of Negro population. 

We appear here today to recommend amendment of the Fair Labor 
Standards Act. We believe the act should be amended to include 
thousands of workers in a number of industries not covered by existing 
Federal laws. We believe this action, when taken by the Congress, 
will benefit millions of Negro wage earners who now eke out a pre- 
carious existence on substandard wages. 

Although we are confining our presentation to the special needs of 
Negro workers, we must emphasize the fact that we are not unmind- 
ful of the plight of millions of other workers who do not enjoy protec- 
tion from exploitation. In the course of these hearings, representa- 
tives of other responsible organizations have pointed out the need for 
a higher minimum wage. 

They have described the benefits which will accrue to 7 national 
economy and to the working men and women of the Nation. We 
shall not attempt to duplicate > their statements. 

We should like to make it clear, however, that we join these or- 
ganizations in urging the changes already proposed, and specifically 
the establishnfent of a minimum w age of $1.25 per hour for wor kers 
presently covered by the 75-cent-per-hour minimum established in 
1950. 

We believe this committee.will be deeply interested in a few facts 
bout the Negro workers, and we shall state them briefly and to the 
point. 

The Bureau of Labor Statistics, in a report—Bulletin 1119—is- 
sued in December 1952, titled “Negroes in the United States: Their 
Employment and Economic Status,” revealed that : 


In 1950, Negro families had an average annual income of $1,869, 54 percent 
of the average annual income of $3,445 among white families. 


The report stated : 


The difference seems particularly wide in view of the fact that a higher propor- 
tion of Negro family members are in the labor force. 


Referring to the individual Negro wage earner, the report said: 


In 1950, the Negro wage and salary worker earned an average of $1,300 yearly, 
or 52 percent of the average for white wage earners. 

Further analysis of the report showed that 4,072,076 Negro work- 
ers, male and female, earned less than $1,500 annually. <A total of 
1,664,904 Negro men and women had incomes of $500 annually or less; 
while 1,338,854 had incomes between $500 and $999. In the income 
group $1,000 to $1,499, there were 1,068,313 Negro wage earners. 

We present these facts to impress upon you the seriousness of the 
problems faced by too many Negro workers. Conceivably, the picture 
has improved somewhat since 1950, when the 75-cent-per-hour mini- 
mum was adopted, but information available to us indicates that this 
improvement is spotty and has benefited a relatively small number 
of Negro workers. 

The logical questions fer which we are seeking answers are these: 

Why is the earning power of Negroes so severely depressed ’ 
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What steps must be taken to raise their earning power! 

The answer to the first question is not difficult. The majority of 
Negro workers are found in the lowest-paid occupations in the econ 
omy—the unskilled, service, and agricultural labor jobs. Many of 
these workers are without the protection of collective bargaining 
and frequently the victims of flagrant discrimination, both in the 
matter of employment opportunities and the right to advance on the 
jobs available to them. 

This combination of unfavorable circumstances poses a problem of 
serious magnitude for all thoughtful Americans. For the Negro 
worker, the promise of a more satisfying economic existence seems 
remote, if not altogether beyond his reach. 

From the vantage point of our nearly 50 years’ experience in this 
field, we are convinced that the most effective method of resolving 
some of the Negro workers’ income problems is to raise the minimum 
wage and extend its coverage. 

From the facts reported in preceding sections of this statement, 
it will be noted that the present minimum of 75 cents per hour 
represents the maximum for millons of Negro workers. 

The establishment of a more realistic minimum wage should provide 
the momentum for an upward wage trend, not only in the occupations 
covered by the law, but in the total wage structure. Such a change 
is desirable and absolutely essential to continued improvement in the 
economic fortunes of American workers, and especially so for the 
Nation’s Negro labor force. 

We thank you for the privilege of presenting our views and we 
respectfully urge your favorable action on the proposed changes in 
the Fair Labor Standards Act. 

Senator Dove.as. Thank you very much. 
Mr. Thomas, do you have any additions which you wish to make ¢ 


STATEMENT OF JULIUS A. THOMAS, NATIONAL URBAN LEAGUE 


Mr. Tuomas. Well, I suppose one addition should be a very abject 
apology to my colleague here and to you for getting lost in the hallway. 

Senator Dovetas. That is understandable. 

Mr. Tuomas. I think Mr. Baldwin has expressed what we felt to 
be a point of view justified on the basis of our experience and on the 
basis of the goals toward which we are working. 

We did not attempt, as he has already stated so very well, to go 
deeply into the economics of the total problem of wages, because 
we knew your committee was receiving that kind of information. 

I think we come now to a new period, the beginning of a new period 
in all of our approaches to this and similar problems, and it looks to 
me that the movement is favorable on a good many fronts. We are 
encouraged by the fact that many more of the important industries 
are coming to recognize a responsibility for leadership in changing 
some of the employment patterns. 

We are now facing the prospect of training hundreds of young 
men for new kinds of jobs, bat there will remain for some time, per- 
haps many years, people who are not able to get the kind of training 
or work experience that will qualify them for the jobs in the new 
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industries in the South, for example, and the new industries in the 
rest of the country. 

These are the people who are at the very bottom, and they become 
the community problem. So you face the question of what needs 
to be done to lift this large mass, and as we see it, one way to do it, 
of course, is to establish a higher floor for wages in a wider range of 
occupations. 

I think, Senator, as Mr. Baldwin has so very well stated it, I should 
be guilty of some redundancy if I stated more. 

With us is Mr. Lyle Carter, who is the executive of the Washington 
(D. C.) Urban League. I haven’t asked him if he wants to make a 
comment. 

Senator Doueias. We would be glad to have you do so. 

Mr. Lyte Carrer. I have no statement other than to concur in what 
has been said. 

Senator Dove.as. The next witness is Dr. Seymour Harris, of 
Harvard University. 


STATEMENT OF DR. SEYMOUR HARRIS, CHAIRMAN, NEW ENGLAND 
GOVERNORS’ COMMITTEE ON THE TEXTILE INDUSTRY 


Dr. Harris. I am sorry there is no Senator from the South. I 
don’t suppose Senator GotpwaTer considers himself a Senator from 
the South ? 

Senator Gotpwarer. Sometimes I do and sometimes I don’t. 

Dr. Harrts. I am trying a bit here to needle some of the southern 
Senators, but perhaps it will get across even though they are not 


here. 

Senator Gorpwater. I am susceptible. 

Senator Dove.as. What is the phrase? You hope that there will 
be some intellectual osmosis ? 

Dr. Harris. That is right. 

1. Appropriate rate: Under the Fair Labor Standards Act, a mini- 
mum wage of 40 cents was set as of 1941. In 1949, this was in- 
creased to 75 cents; and in 1955, the President proposes a minimum 
of 90 cents. But this is the time to raise the minimum wage from 75 
cents to a figure substantially above the 90 cents asked by the President. 

It is not easy to suggest the appropriate rate. Perhaps a compari- 
son of gross hourly earnings might give some indication of the proper 
rate on the assumption that the 40-cent rate in 1941 was justified. 
Clearly, in terms of effects on the economy, it certainly did not seem 
to be too high. 

On this basis, it would seem that the appropriate rate would be more 
than $1, and especially when allowance is made for the greater rise in 
low-paying employments. Thus, in the years 1938 to 1951, the rise 
of wages in low-wage industries subject to the minimum wage was 
171 percent, as against a rise of 121 percent in high-wage industries 
subject to a minimum rate. (U.S. Department of Labor, “Results 
of the Minimum Wage Increase of 1950,” 1954, pp. 17-18.) 

Tn this calculation, I have adjusted the proposed minimum rate to 
the probable wage rate in 1958. I assume that there would be no 
change in the minimum rate over the next 6 years, and hence, set 
the rate on the basis of wage rates in 1958, the midpoint between 1955 
and 1961. 
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Note that the previous determinations were made in 1938 and 
1949. I here assume an average rise of 244 percent, which corre- 
sponds to the gains of productivity and makes no allowance for some 
inflation, a likely development. 


Index numbers, minimum wages, and gross hourly earnings, 1941, 1949, and 1958 


Pepa 





| 
Gross hourly earnings 


| Minimum 
wage 


i 
| Buildi 

| | ’ uliding 

| Manufac- Coal Retail 

: ~ OF s ve sat Agriculture 
| turing | mining | Construc trades Laundry | Agriculture 


| 


1949 83 194 | 197 92 196 
1958 (estimated) - 250 | 274 | 252 213 | 


Source: Calculated from Economic mceak of the President, 1955 


A rough estimate of annual wages obtained by dividing compensa- 
tion of employ ees by the numbers “employ ed and in the military serv- 
ice gives an index of 240 in 1949 and 274 in 1958 (1941= 100). Again, 
i minimum in excess of $1 is suggested. 

This figure takes into account the phenomenal growth of fringe 
benefits. It should be noted that since 1929, supplements to wages 
have increased four times as much as employee compensation ; and 
even from 1949 to 1953, supplements to wages rose almost 114 times 
as much as other employee compensation (calculated from National 
Income, 1954 ed.). 

It seems to me that a rate substantially in excess of 90 cents can 
be justified in that if allowance is made for the rise in the cost of liv- 
ing, of productivity for the years 1949 to 1955, and for continued 
gains of prices and wages. at best to 1958 (since legislation is so in- 
frequent). 

As we shall see, other considerations also point to a higher minimum. 

According to Secretary Mitchell, a 90-cent rate would involve an 
increase for 1.3 million, or 5 percent of the workers covered. (State- 
ment before Senate Subcommittee on Labor and Welfare on Amend- 
ments of the Fair Labor Standards Act, April 14, 1955, p. 6.) 

Below, I indicate the effect of a new minimum on factory workers 
(wages as of April 1954). Thus a 90-cent minimum would involve 
increases for 6.5 percent of factory workers and $1 an increase for 
10.2 percent. 


Percent of production workers in manufacturing industries earning less than 
designated amount 


United North- . | Middle 
States | east South : 





0. 
20. 
38. 
50. 





Source: U. S. Department of Labor, BLS: Wage Distribution for Factory Workers, April 1954, 1955, p.' 5. 
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A possible approach is to set a minimum within certain ranges and 
allow industry committees to set the appropriate rate. Since legis- 
lation is so infrequent, the case for industry committees would be 
strengthened. It would then be possible to push wages up in a manner 
that would be less disruptive of employment. Furthermore, provi- 
sion of a range of rates with industry committees would correct the 
present impasse under the Walsh-Healey Act. 

2. Minimum wages and a decent standard of living: Behind mini- 
mum wage theory lies the view that employers should not profit by 
exploiting workers and especially those who are unorganized and paid 
low wages. The low-paid worker is also an inefficient worker. 

3. Minimum wages and economic conditions: In 1938, when the 
Fair Labor Standards Act was passed, the country was in the midst 
of a recession and undoubtedly a fear prevailed that in the absence of 
a floor under wages a wage-price deflation might be started. Ob- 
viously, under these conditions Government is cautious concerning the 
level at which minimum wages are set. 

In 1949, again the country was suffering from a recession and hence 
care had to be taken lest a rise in the minimum wage have an unfortu- 
nate effect on employment. 

But in 1955, we are once more in the midst of a great boom, and 
with the high level of military outlays a substantial decline is most 
unlikely. Here is an opportunity to use the minimum wage as a 
weapon to direct labor into more productive employments where the 
peculiar composition of resources, capital, and labor in this country 
vield a high return. The resultant flow of labor in the face of excess 
demand is likely to result in a minimum of unemployment. 

4. The Fair Labor Standards Act and other labor legislation: The 
case for a higher minimum gains strength at present because of the 
fact that the Walsh-Healey Act has bogged down under the handicap 
of the Fulbright amendment of 1952, which makes the wage determi- 
nation by industries subject to the Administrative Procedure Act. 

In textiles the result has been that a determination for cotton tex- 
tiles and synthetics at $1.05 and for woolens of $1.25 have been voided 
by thecourts. Under the Fulbright amendment, the courts have inter- 
preted a minimum wage fixed at a national level as contrary to the 
requirements that wages be set on a local basis. 

It is unfortunate that northern interests allowed the Senate Bank- 
ing and Currency Committee to obtain jurisdiction of wages under 
Government contracts and also that they did not prevent the passage 
of the Fulbright amendment. At any rate, the present status of the 
Walsh-Healey Act increases the need of a higher minimum under the 
Fair Labor Standards Act. 

Another reason for treatment under the Fair Labor Standards Act 
is to be found in the effects of the Taft-Hartley Act and the recent 
surge of right-to-work laws. Prior to the Taft-Hartley Act and the 
spread of right-to-work laws, which especially prevail in Southern 
States, the gap between northern and southern wages tended to narrow. 

For example, in textiles an excess of textile wages of about 67 per- 
cent in the North in 1890 had been narrowed to less than 10 percent 
by 1950. Even as late as 1924 there seems to have been a differential 
of about 50 percent. But there has been no further improvement 
since 1950, and there probably has been a rise in the differential. 
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(R. A. Lester, Trends in Southern Wage Differentials Since 1890, 
the Southern Economic Journal, 1945, pp. 339-340, and Brief of Tex- 
tile Employers, Fall River and New Bedford, and so forth, 1952, 
pp- 60-62.) 

If you look at the table following, it indicates what the general 
picture of regional wage differences is in manufacturing. You will 
notice the South is 19 percent below the national average; New Eng- 
land, 1 percent below; the Middle West, 7 percent above; and the 
Far West, 15 percent above. 

Senator Doueias. That is in part due to the fact that the South 
does not have as much heavy industry / 

Dr. Harris. That is right; and that is a point, Senator. I might 
say I feel like an amateur discussing this issue in front of Senator 
Douglas, who knows more about this than anyone in the world. 

Senator Dovenas. You are buttering up the chairman now. 

Dr. Harris. I know Senator Douglas well enough to know he doesn’t 
like to be buttered up, but this is a fact. He has made some of the 
most important contributions in this field of any economist anywhere, 
and I therefore am glad to be corrected on any point. 

In April 1954, overall, the hourly wage for factory workers was 
as follows: 


Relative to 
Hourly wage |United States 
average 
percent 





‘ = | $1. 68 ; 
New England-__.----- ro fs pl Tipit Soa Eo : seal . . 67 = 
South... cee tan Path Aaiens x 36 —19 
Middle West - ee . : 80 +7 
Far West siatead = ay be : ‘ ! . 94 +15 


Source: U. &. Department of Labor, Wage Distribution for Factory Workers, April 1954, 1955, p. 5. 


>. Wage differences and structure of industry: The differences in 
wages is much less than is suggested by the above figures if allowance 
is made for variations in the industry mix. For example, in the 
Nation workers in durable-goods industries account for 58 percent 
of the workers; in the South, for only 41 percent; in New England, 
for 67 percent; and in the Middle West for 71 percent. (Wage Dis- 
tribution for Factory Workers, April 1954.) 

The durable goods industries are the high-wage ones and hence 
the lower the proportion of these in the South would be expected to 
explain wage aifferentiais in part. Of course, differentials in the 
variations in the skills required in the output for each industry of 
each region would also help explain wage differentials. 

In an interesting study of wage variations Professor Hanna, of 
Duke University, found that the industry mix pulled New England 
wages 2.3 percent below the national level and her wage rates pulled 
her down 2.4 percent; but these two variables pulled the South 
Atlantic wages down by 11.8 and 9 percent. 

For the East North Central they accounted for excesses over the 
national level by 6.8 and 2.8 percent. (F. A. Hanna, Contribution of 
Manufacturing Wages to Regional Differences in Per Capita Income, 
Review of Economics and Statistics, February 1951, p. 143.) 
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Again the South Atlantic States, according to a study of the 1947 
census, had 67 percent of its workers in low-wage industries as com- 
pared to 39 and 54 percent for the Nation and New England. The 
respective figures for high-wage industries are 14, 47, and 41 percent. 
(Calculated from Census of Manufactures of 1947, I, p. 122.) 

6. Legislation and wage differential: Conclusion—The relevance 
of the new labor legislation is that it has tended to freeze a wage 
differential between North and South. Labor unionization in the 
South has been delayed by the new legislation, and hence the gap 
between northern and southern wages has tended to be stabilized or 
even widened. All the more reason, therefore, for a generous increase 
in the minimum wage. 

Senator GotpwaTer. May I ask a question ? 

Dr. Harris. Yes, sir. 

Senator Gotpwater. This is of interest to me not because of the 
South, because I am from the Far West. 

Suppose the minimum wage went to, let us say, $1. Would that, 
do you think, affect the wage differential sufficiently to return the 
textile industry to New England? 

Dr. Harris. No, sir, I don’t. I think the minimum wage is just 
one part of the whole problem. If you will just wait a minute, I dis- 
cuss the whole North-South relationship, and if that doesn’t answer 
your question, I will be very glad to make another crack at it, because 
I deal with the general South-North situation. 

Senator Gotpwater. You mentioned the conclusion. 

Dr. Harrts. That is only the conclusion for this one part of the 
paper, you see, and I am coming back to the general North-South 
situation. 

If I don’t answer that, I wish you would come back at me. It is 
only one aspect of the problem. 

7. Wages and money flows: The South gains money, but wages do 
not respond—in some respects it is surprising that wage differentials 
have remained as large as they are, for the money flow has tended to 
favor the Southern States. 

As the competitive position of Southern States has improved, as 
under Government guidance prices of agricultural products rose, as 
in response to more favorable economic conditions capital flowed in, 
and as the Federal Government poured money into these States, the 
supply of money in the Southern States rose disproportionately. 

This inflow, evident in the deposits of member banks in the Reserve 
banks—the basis of monetary creation—helped sustain the rise of 
output, but would also increase pressure to raise prices and wages. 

The table below suggests that the gains for the South were dispro- 
portionate, especially in the years 1941 to 1955. From 1914 to 1929, 
the South roughly maintained its relative position. But from 1929 
to 1941, the rise for the three southern Reserve bank districts was 463 
percent, as compared with 429 percent for the Nation, and 300 per- 
cent for New England (Boston). 

The Richmond Bank (The Northern South) especially gained in 
this period. From 1941 to 1955, the respective gains for the Nation, 
the South, and New England were: 33, 150 and 31 percent. In other 
words, the South’s gains of cash reserves in these 14 years were 414 
times as large as for the Nation and almost 5 times as great as for 
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Boston (New England). The gains in these later years were espe- 
cially large for the Atlanta and Dallas districts. 

That there were not greater degrees of wage inflation which might 
have slowed up the excessive migrations of industry may be explained 
by the inadequacies of minimum wages, the antitrade union policies 
of the South, and the effects of the new labor legislation. 


Vember bank deposits at Reserve banks, 1915, 1929, 1941, and February 1955 
{In millions} 


. 
i © » ary 
Reserve district Q]! gn , Fe en 


All ; $401 
Boston. - 28 
New York.-...-- 179 
Richmond. -. ll 
Atlanta... 9 
Dallas 10 


Source: Federal Reserve Board, Banking and Monetary Statistics, 1943, p. 339, and Federal Reserve 
Bulletin, March 1955. 


Depression of standards in the South: In recent years there has 
been an intense interstate struggle for business. Newer industrial 
regions, with large supplies of labor, resources, and proximity to mar- 
kets have tended to gain in part at the expense of the older regions. 
Much of their gains can be justified by favorable costs and prices 
related to important natural advantages and a determination to move 
ahead, 

But in part, the gains are to be ascribed to all kinds of artificially 
a ed gains. These regions obtain much more cash from the Fed- 

ral Treasury than they pay in. They attract industries by reducing 
tamdenliie of social security, by depressing wage rates, and by intro- 
ducing tax structures in State finance which, on ‘the whole, favor com- 
petitive industries; and they put a greater burden on noncompetitive 
industries and directly on consumers. 

With interregional trade many times as important as international 
trade, little attempt is made to protect against depression of standards 
through restrictions on trade, though the case is stronger here than in 
international relations. 

This competitiveness for industry raises some very serious economic 
problems for the country. Competition to keep expenditures for 
social security, for education, for health, and for other necessary 
services results. 

The flow of taxes and Federal expenditures: But let us survey 
several of these factors. First, consider the inflow and outflow of 
Federal cash. 

In a recent year—1951—the amount of Federal taxes paid—and by 
paid, I mean ‘allowing for the incidence of taxes; that is where the 
burden falls—in relation to income payments was as follows: 

New England (Massachusetts, Rhode Island, Connecticut ) —_- 21 
New York ‘ . 24 
Illinois and Michigan 1. 04 


Five Southern States (North Carolina, South ¢ ‘arolina, Als rbama, Georgia, 
Tennessee ) re . 14 
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Hence, the proportions of payments relative to income were as 
follows: (Calculated from Mushkin and Crowther, Federal Taxes 
and the Measurement of State Capacity, U.S. Department of Health, 
Education, and Welfare, Public Health Service, May 1954, p. 13.) 
New England to South 


New York to South 
Illinois and Michigan to South 


Of course, the net transfers are much greater than suggested by these 
figures, because the Northern States with much larger incomes pay 
more, relatively. The above figures merely indicate how much more 
they pay in relation to their incomes. 

For a comparison of all New England States, the Middle East, and 
the Southeast, we find that the Federal tax incidence—allowing for 
incidence of business taxes—as a percentage of adjusted income pay- 
ments, was as follows: 

[United States= 100] 


New England 113 | New England to Southeast 
Middle East 111 | Middle East to Southeast 
Ta hr eneerinteintnciienin aap 83 

In the years 1934-51, the 3 large New England States received 
$2,529 million from Federal disbursements, and 5 major Southern 
States—A labama, Georgia, North Carolina, South Carolina, and Ten- 
nessee—received $5,841 million from the Federal Government. 

Thus, the Southern States received 2 to 3 times as much as the 3 New 
England States which account for about 85 percent of the area’s 
income. But it should be noted that the 3 New England States paid 
in Federal taxes—allowing for passing on of taxes—$3,276 million, 
and the 5 Southern States paid in only $2,534 million. (Calculated 
from Committee on Nonessential Expenditures of the Federal Govern- 
ment, Federal Grants-in-Aid, 1934-51, pp. 60-61, and Mushkin and 
Crowther, op. cit., p. 13.) 

If we apply the percentage of Federal taxes paid by each group of 
States in 1951—6.75 and 5.23—to the total Federal tax receipts in 
1934-51, then we obtain the following figures: 


Billion 
Taxes paid by 3 New England States_______-_ le eat ad Mei nal teat ala $31. 9 
Oe OE 009-10 PR cri er ree es ee a inbneeinas $24. 7 


Whereas the 3 large New England States paid 29 percent more into 
the Federal coffers, they received back only 44 percent as much. In 
other words, on a pay versus obtain basis, the New England States 
vis-a-vis the South received only 34 percent as much back for every 
dollar paid into the Federal Treasury: 34 equals forty-four one- 
hundred-and-twenty-ninths. (I apply the percentage of tax pay- 
ments of 1951 to the 1934-51 tax receipts on the assumption that tax 
structure and incidence do not vary greatly in 1934-51 as compared to 
1951. In fact, the application of this method suggests larger tax pay- 
ments by the South for 1934-51 than actually made, since her taxes 
rose relatively in the later years. That the assumption of similar 
incidence and payments for 1934-51 as for 1951 is justified is suggested 
by the following: 
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Percent of Federal taxv receipts—1934, 1950, 1951, 1934-51 


Personal Corporation Indirect Social 
income taxes business security 


Source: Calculated from National Income, 1954 edition. 


Billion 
7a a Ra nk Aes eed wha net ieiemerehtenbarerees $473 


Personal income 185 
Coppereatem tenes. i Lt Re ee ee ee eS Lh in Sess 1438 
eee temebey 02 F0 8 et ee ee eo ie ele cece cas: 93 
IS ceelliehicenntoel 52 


10. Social security standards: On the issue of depression of stand- 
ards, I have said much in the Report on the New England Textile 
Industry for the New England Governors (especially chapters 4 4 and 
15, Research Report). 

Here I add just a few items. Thus, in 1951, for the 12 States with 
highest per capita income—exclusively Northern States—the average 
old- age assistance payments was $55 per month, or 34.2 percent of the 
per capita income; but for the 12 States with the lowest per capita 
inedeaasial Southern States—the assistance was but $23, or 21 per- 
cent of per capita income. 

Over a period of 18 years, the 12 wealthy States paid out 7 times 
as much in old-age assistance as in general assistanc e—the former is 
paid in part by the Federal Government. But the 1 
States—paid out 35 times as much in old-age 2 assistance as in gene! a 
assistance. Thees figures point to great economies and low st: andards 
of welfare by the South. (Calculated from the Report of the Com- 
mittee on Nonessential Expenditures of the Government of Federal 
Grants-in-Aid, 1952.) 

In each of the years 1952 and 1953, the two major textile States 
in New England levied taxes of 2.7 percent of payrolls on employers 
to finance unemploy ment compensation; but the three major South- 
ern textile States had average rates of 1.32 and 1.29 percent in these 
years. 

In the years 1946 to 1950, the ratio of benefits to taxable wages was 
2.7 percent in Massachusetts and Rhode Island; and but 0.9 ‘percent 
in the Carolinas and Georgia. The average weekly benefits for the 
® most important manufacturing States in the North in 1953 was 
$25.82; in the 5 major States in the South, $19.60, or an excess of 31 
percent for the North. 

The U. C. program, though it was justified in part as a program 
which would not result in competition among States to reduce taxes 
und benefits, has as a result of experience rating become just that. 
(See op. cit., pp. 246-285, 1953, Supplement to Handbook of Unem- 
ployment Insurance, Financial Data, and Ways and Means Com- 
mittee hearings, U employ ment Insurance, 19: 54, p. 267.) 

11. Effects of previous minimum wages: Clearly, the increases of 
1938-41 and 1950 are not reflected in any deterioration of economic 
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conditions in the South, where the effects were greatest. An excel- 
lent survey by the Department of Labor—Results of the Minimum 
Wage Increase of 1950, August 1950—which considered especially the 
effects upon five industries. where substantial wage effects were in- 
volved, supports this position. 

Of course, the total effects depend upon the proportion of labor to 
total costs, the competitive position of the products involved, the 
intensity of the competition within the industry, the economies in- 
duced by the rise of wage costs, the extent to which the gaps between 
low and high wages are narrowed, and especially the economic 
conditions. 

In general, the improvement of conditions in 1950-51 tended to 
neutralize adverse effects; and there was a tendency for gaps in 
wages to be narrowed within a firm, for wages to rise relatively 
in lower-wage firms within industries, in low-wage industries, and in 
10W-Wage regions. 

The Labor Department also finds that in the inflation after Korea 
the tendency of high-wage employment to profit disproportionately 
was dulled to some extent by the new minima. According to this 
survey, little evidence was found of reductions of employment or of 
losses associated with these artificially induced wage increases. 

There was some evidence of a tendency to introduce improvements 
and hire more efficient help as offsets to high pay. A survey of 38,000 
workers presumably affected adversely—out of 21 million workers 
covered—revealed that these workers were in marginal firms with 
weak finances, subject to severe competition, and with few opportu- 
nities for improvement. 

The effects of the minimum-wage legislation for 17 industries may 
be suggested by the following table. “Note that in 1942-45, the Na- 
tional War Labor Board favored the low-wage industries : 


Percent rise of wages 





1938-51 1949-50 | 1949-51 1938-51 


Bs on -wage industries generally subject to Fair Labor Stand- 


2. High- w age covered industries_- 
3. Nonsubject retail and service trades___ 





Source: Results of the Minimum Wage Increase of 1950, pp. 16-18. 


In general, there is some evidence that in the short run the low- 

wage industries subject to the minimum gained, and especially rela- 
tively to the nonsubject low-wage industries. Over the longer period, 
the gains are striking for the ‘low-1 rage and subject industries rela- 
tively to the two other groups, though here the explanation may be 
in part the large rise experienced by low-w age employments in per iods 
of full or over-full employment. (Results of the minimum wage in- 
crease of 1950, August 1950, especially pp. 8-19.) 

12. Gains of the South and other regions, 1939 to 1953: Despite 
minimum wages especially significant for the South, since wages are 
lowest there, the South has been gaining economic strength at as 
tacular rate both absolutely and relatively. This is especially evi- 
dent in the figures from 1939 to 1953, where rises of income exceed 
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that of all regions but the Far West, and more significant, the rise of 
southern per capita income greatly exceeded all and even the Far 
West. 

In the years 1950-53, despite the large relative losses suffered by 
agriculture, the South maintained its relative position. 


Total and per capita income payments—United States and regions, 1939-53 and 
1950-53 


1939-1953 (1939= 100) 1950-53 (1950= 100) 


Total in- 


come Per capita Total Per capita 





United States -__-_- — 38% 317 
Southeast : Sar 5 382 
Southwest ; s it 5 374 
eee ee ; : = : 268 
I ienscecccccane aad ; 3: 280 

a a a aera aad 334 | 
a capita temsatiteemiin ns diniee aes 85 | 287 


Source: Calculated from Survey of Current Business, August 1954. 


Another indication of the movements in this period is given 
the following table—— 

Senator Doveras. We will make this table part of the record. 

(The table referred to follows :) 


Relative importance of major industries in the regional and national economies, 
1949, and changes in percentage points, 1929-49 


United States | New England Middle East Southeast 


— earns Lncnmeinanindibeabanectindlicinisy pia nnapenangaing = 


Points Points Points Points 

| change, oat change, change, change, 

1949 | 1929 to| 1949 | i999 to’ 1949 | i929 to’) 1949 | 1999 to 
1949 94¢ 1949 


Gross wages and salaries, ‘plus net 
income of farm eropeietere, to 
total_- > : pea eee 
Agriculture cee: s income ne 
wages and salaries) _ _----.--- | 10. 62 | 
Wages and salaries: | 
Mining 1_____._. Soca 30] —. 
Conmmruction @ oii 2.5 ..225.0- : 4. 69 . 40 
Manufacturing !_..........-.----| 30.00 1. 84 
Above 4commodity- sahatns 
industries_ -- -_- | 47. 39 


Trade 3 ee . 
Transportation !___._---_-- 

Power and gas !__- 
Communications 2_______- 
Finance, industry, and real estate 2 
Federal Government 2 

State and local governments 3 
Services 3____ res Si: 
Miscellaneous 3....__...______.-__- 


Above 9 noncommodity-pro- 
ducing industries_.__-_..---- 


Footnotes at end of table, p. 1448. 
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Relative importance of major industries in the regional and national economies, 
1949, and changes in percentage points, 1929-49—Continued 


| 
Southwest Central | Northwest Far West 
| 


| | | | 
Events suaats | Points | Points 
\change, | change,| change,| change, 
1949 "1929 to| 1949 | i929 to'| 1949 | 1929 to’| 1949 1929 to 
1949 |} 1949 | 1949 | 1949 


Gross wages and salaries plus net in- 
come of farm proprietors, to total __| 











Agriculture (proprietors income plus | 
wages and salaries) ; 3 .14| 29.02 | —3.88 9. 79 
Wages and salaries: | 
—.37 | 3.23) —1.74| 1.10 | 
71 4.93| 2.58| 631 
.03 | 11.49 | 1.15 21. 55 
Above 4commodity-producing | | 
industries 7. ; ; 2.82 | 48.67 | —1.89 | 38.75 


1.18 | 16.32 | 

Transportation ! . 39 ; .48 | —1.90| 8.33 | 

Power and gas ! e .¢ 2 - 16 | . 04 

Communications ? ti a . 28 | .19 | 

Finance, industry and real estate 2__| ; J 96 | —1.13 | 
| 


19 | 
12 
74 | 





.33 | 
—. 48 | 
3. 06 | 
—. 50 
—.27 
—1. 23 | 


Qo 


Federal Government 2 
State and local governments 3 
Services * 


1. 44 | 


ort tS 


- 
PE SNerr oes 


NASON 
BSRe 


& | seeeses 


| 


Above 9 noncommodity-pro- | 
ducing industries 











1.90 | 61.25| 1.04 
1 Lowest earnings industries. 


Hizh earnings industries. 
Wholesale: high earnings; retail: medium earnings. 





Source: Adapted from Regional Trends. 


Dr. Harris. This table shows clearly the vast relative gains of the 
South over a recent period of 20 years—1929 to 1949. Note for 
example the following: 

(1) In manufacturing, the relative rise for the Southeast was twice 
as great as for the country, and exceeded every other region but the 
Central States. The relative rise was 12 times that of New England. 

(2) In nine noncommodity producing employments—finance trade, 
transportation, et cetera—the Southeast’s relative gain was 24 times 
that of the Nation and exceeded that of every other region. 

(3) In the Federal Government payments, the Southeast gained 
relatively about two-thirds more than the Nation and the Southwest 
one-third. The relative gain was the largest in the country for the 
Southeast, though with an equal gain for the Far West. 

(4) Transportation costs, relatively, became less important: but 
especially for the Southeast. 

(5) These relative gains were offset by a large relative drop in 
low-paying agricultural income of about nine times the national level. 

If you want to see what is happening in terms of industrialization, 
I have produced here some rather significant figures. If you will look 
at the table at the bottom of the next page, for example, you will find 
that from 1940 to 1950, the gain of urban population in the United 
States was 18.7 percent; of rural population, 7.4 percent. 

If you look at New England, the gain is 7.3 percent of urban; 17.4 
percent of rural. 

Senator Doveras. Does that reflect the movement of New Yorkers 
into Connecticut and western Massachusetts ? 


on 


ee sale Lead et a 


Pe os eck atic 


a eaee 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1449 


Dr. Harris. It does, and it also reflects the general movement away 
from particularly the Boston area, which is sort of a declining area, 
but if you look at the Southeast, you have the extraordinary figure 
of 32.7 percent increase in urban and 1.9 percent increase in rural. 
This is a tremendous rate of industrialization, compared to the rest 
of the country, and shows the real significance that the South has been 
experiencing. 

13. Gains in industrialization: How much the South is being indus- 
trialized is suggested by the following figures: 


Percent rise of population—United States and regions, 1940-50 





{ 
1 


Urban | | Urban Rural 


i| cl | 

United States-- -..- nndlaea dal . 7.4 || Southwest---. : 51.8 10.8 

New England : . 7.4 || Central___-- wa 14.1 | 6.6 

Southeast. - - hc beitiivapind 1.9 Far West--_--- eadipbid 42.2 57.5 
| 


Source: U. 8. Department of Commerce, Regional Trends in the United States Economy, 1951, p. 110, 


Dr. Harrts. Finally, let us note recent trends in manufacturing. 
The gains of the South before the war were especially striking in 
textiles. But this is no longer true. Even from 1939 to 1947 textiles 
became relatively less important. 

From 1947 to 1953 the gains in textiles—employment—were but 
8.1 percent in the South Atlantic States, with percentage gains ex- 
ceeding those in textiles in all 20 census industries but stone, clay, 
and glass products—figures for tobacco manufactures not available. 

The largest relative gains were in transportation equipment, 68.6 
percent and 44,000 jobs; electrical machinery, 59 percent and 12,000 
jobs; miscellaneous, 53 percent and 10,000 jobs; and apparel, 46 per- 
cent and 45,000 jobs. 

In textiles the gains were 8 percent and 39,000 jobs. Of great 
significance is the fact that the rate of expansion was much greater 
in the South than in New England in virtually all 20 census industries 
and even in the more productive and more rapidly growing industries. 

In lumber and sinolhieets New England’s rise was greater; in leather 
and leather products New England increased its jobs, whereas the 
South Atlantic States experienced a decline. In the highly pro- 
ductive and growing industries, only in transportation equipment 
was New England’s rise in excess of the South Atlantic States, 79.5 
and 68.6 percent, respectively. In total employment, also, for these 
same years, 1947 to 1953, the South’s rise of employment was sub- 
stantially greater than that for New England, the Middle Atlantic 
States, and manufacturing employment in the three Southern regions 
exceeded that for the Nation. 

_ These figures support the point that the South is gradually moving 
into high-wage industries and hence the restrictiveness of minimum 
wages is likely to be relatively limited. 

An examination of percentage changes in value added per pro- 
duction worker by industries also supports this general position. 
Thus, for the 10 industries for which figures are available the per- 
centage rise of value added per worker is greater for the South 
Atlantic industries than for New England for exactly one-half of 
the industries—both for 1939-53 and 1947-53. This is a remarkable 
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record for a newly industrialized area. All figures from Census 
of Manufactures, 1939 and 1947; and 1953 Annual Survey of Manu- 
factures, series MAS—53-7, 1955. 


SUMMARY STATEMENT 


Numbers refer to section headings in main paper. 

1-2. Appropriate rate is substantially in excess of 90 cents: 
The Preadent’s recommendation is for a rise of the minimum wage 
from 75 cents to 90 cents. It is argued here that the appropriate 
rate would be substantially higher—probably in excess of $1. This 
estimate is obtained by allowing for the rise of wages since 1949, 
for an estimated increase by 1958, changes in the law are infrequent, 
the gains of fringe benefits, in excess of the rise in the basic wage 
rate, and the breakdown of the Walsh-Healey Act. Hence, the 
importance of this legislation increases. 

3. Objective in 1955: Shift to high-employment industries. In 
1938-40 and in 1949 the level of the minimum wage was set in the 
midst of fears of unemployment and recession, and hence care was 
taken not to reduce employment. In 1955, however, the objective 
can be to shift workers to more productive employments and regions. 

4. Recent labor legislation tends to slow down narrowing of 
gap of wages between North and South: In 1890 textile wages 
were 67 percent higher in the North. In 1950, less than 10 percent. 
But no improvement seems to have occurred since then. Southern 
factory wages in 1954 were 19 percent below the national average. 
Wage legislation tends to freeze the differential. 

5-6. But allowance should be made for differences in structure of 
industry: According to one estimate, the industrial rise in the 
South—large proportion of low-wage industries—tends to pull her 
wages 12 percent below the national average and relatively low-wage 
rates to depress southern wages by 9 percent. 

7. Wages held down despite the strong pull of money to South: 
An examination of the rise of monetary supplies in response to higher 
agricultural prices, inflow of Federal money, of corporate funds, of 
improved competitive position would point to upward pressure on 
prices and wages in the South. 

But though from 1941 to 1955 the reserves of member banks in 3 
southern districts rose 5 times as much as for the Nation and New Eng- 
land, the upward pressure on wages has been blocked by labor legis- 
lation, antitrade unionism, and also the flood of workers from the 
farms. 

8. Growth of industries in regions with low standards: In gen- 
eral, industries tend to expand more rapidly in regions with low taxes, 
low wages, low standards of living. In part, the explanation is impor- 
tant advantages; in part, a tendency to depress national standards. 
Excessive interstate competition tends to depress standards. 

9. Regional flow of Federal taxes and expenditures: In a recent 
year, 3 major New England States, accounting for 85 percent of New 
England’s incomes, paid to the Federal Treasury, with allowances 
for passing on of taxes, 1.64 times as much relative to income as 5 
major southern industrial States. New York taxes, on the same basis, 
were 1.68 times those of the Southern States, and Illinois and Michi- 
gan, 1.41 times the southern proportion. 
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In the years 1934-51, the 3 New England States received back from 
the Federal Government only 34 percent as much relative to the cost 
of Federal taxes as compared with the payment-receipt ratio of 
Southern States. 

10. Depression of standards in the South: Examples are: (a) The 
South, 12 poorest States, paid out in general assistance only one thirty- 
fifth as much as for old-age assistance, the latter heavily subsidized 
by the Federal Government, whereas the 12 richest States, Northern, 
paid out one-seventh as much for general as for old-age assistance ; 
(6) old-age assistance was a much lower rate of per capita income 
in the South: (c) in 2 major textile States in New England, unem 
ployment compensation in 1952 and 1953 cost 2.7 percent, but only 1.3 
percent in 3 major southern textile States. 

11. Earlier minimums did not affect employment adversely: The 
Labor Department offers convincing evidence of this. From 1938 
to 1951, the low-wage industries subject to minimum wages experienced 
a wage rise of 171 “percent, as against 121 percent in high- wage cov- 
ered industries, and 125 percent for nonsubject retail and service 
industries. 

12-13. Despite minimum wages, the South’s economic gains have 
been spectacular: Thus, since eto the southeast’s gain in per 

capita income has exceeded the Nation’s by more than 30 percent. 
and New England’s by about 70 percent. 

In a recent period of 20 years, the Southeast’s relative gains in 
manufacturing exceeded the Nation’s relative gains by about 100 
percent and that of New E ngland by 12 times; in the service industries, 
the South’s advance exceeded that of the Nation rel: atively by 24 times 
and exceeded every other region; in Government payments, the excess 
was two-thirds of the Nation’ s. 

In industry, the gains have also been spectacular, and greater in 
nontextiles than in textiles. From 1947 to 1953, the percentage em- 
ployment gain in virtually all census industries for which figures are 
avatlable for the South exceeded that for New England. 

What is more, the rise of value added per employee was higher than 
that for New England in these years in 5 out of 10 instances. These 
figures suggest the movement toward high-wage industries in the 
South and hene e, the less deterrent effect of higher minima, 

Senator Doveras. In other words, you recommend higher than $1 ¢ 

Dr. Harris. Yes, sir. 

Senator Doveias. Do you have any feeling as to the relative merits 
of the committee system ¢ 

Dr. Harris. I think the committee system is a good system. I didn’t 
study the system as it operated before too ¢ arefully, but especially 
because of the breakdown or the—I wouldn’t say the breakdown—but 
the weakening of the Walsh-Healey Act which, after all, was on an 
industry basis, I thing the case for the committee system dealing with 
individual industries is strengthened. 

I think this, of course, makes it possible to watch much more care- 
fully where a rise in wages might be excessive in terms of bringing 
about a large amount of unemploy ment. For example, one might 
argue that the $1.25 would have very serious effects on some industries 
in the South, but you might conceivably have $1.15 in some industries 
and $1.35 in others and have a smaller general effect than if you had 
an across-the-board $1.25 level. 

62569 Pt. 3—55——14 
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Senator Doveias. Professor Lester yesterday advocated a variable 
wage with a statutory minimum of $1, but would call on the committees 
to vary that minimum between 90 cents an hour and $1.25. 

Dr. Harris. I think that is a very sensible idea. I did want to say 
one thing that I didn’t say in the paper. I watched the Walsh-Healey 
Act rather carefully, and I think one thing that one has to watch for 
is that the amount of money spent for the administration of these 
programs is cut to such an extent that the program isn’t administered 
adequately. 

Senator Dove.as. Senator Goldwater ? 

Senator Go.tpwater. I want to to get back to the question I asked 
the first time. That was this problem of New England States which 
has been receiving a lot of attention not only in the Congress, but over 
the country. 

I want to qualify my statements in saying that I am inclined to agree 
that something around $1 would be the correct adjustment of this 
wage, but I haven’t been shown yet where this is going to help if, let’s 
say, it goes to $1.25. I can’t see where it will help the situation in New 
England as it relates to New England versus the South. 

I say that for one reason: The minimum wage would become a 
relative wage. The minimum would go from, say, 75 cents to $1.25. 
Other wages would go up accordingly, clear up to the top. Wouldn't 
New England still find herself in a position of having a higher wage 
scale than the South, under this minimum wage? 

Dr. Harris. Well, Senator, let me put it to you this way : Of course, 
a wage—one thing that happens frequently when you set a minimum 
wage—and for this reason the minimum wage is less effective than it 
otherwise tends to be—is that there tends to be some narrowing of 
the gap, so you don’t get an overall rise of the same proportion as a 
rule. 

So this, in a sense, strengthens your argument, but I would put it 
this way: When I did a study for the New England governors on the 
textile industry a couple of years ago, the thing that impressed me 
more than anything else was the fact that of the—the differential in 
cost—we compared similar costs, similar places, and all sorts of 
things—we found that 90 percent was labor cost. 

Now, this was not only on basic wage rates. It was partly differ- 
ences in fringe benefits, man-hours, workload, and all that sore of 
thing. You see, in part, this difference in wages is not so significant 
as it seems to be if you always compare the same kind of fabric, the 
same kind of labor, and all that sort of thing. 

Now, there are many cases where a New England manufacturer will 
tell you that if he could get his wage down by 5 or 10 percent—I am 
not saying this is true or not—but there is a wage differential there, 
and if the net effect of this, for example, would be to get some of the 
wages up in textiles in the South by 10 percent, the more able New 
England manufacturers could compete much more effectively. 

At any rate, they wouldn’t lose employment at the rate of 40 percent 
in 3 years, as they have recently done. So I am inclined to argue 
that this would have had some serious effect for the able—there are 
quite a number of very able New England textile manufacturers who 
survived that very large cost differential over a generation and they 
want to fight it out, but they find it difficult to fight it out in terms of 
the present differential. 
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One way of dealing with the differential is certainly a higher mini- 
mum in the South. I am not saying for 1 minute that this is the 
problem that is going to solve the New England depressed area, but 
it is something that will contribute to it. 

Senator GoLpwater. You think it will contribute to it in a sub- 
stantial way ? 

Dr. Harris. Yes. It is an interesting thing that both management 
and labor in New England feel that way. Now, I would say, also, 
this is part of a general problem. I never objected myself to the 
low-income regions being helped, and I think this has been wise policy 
from the viewpoint of the national interest. 

But, on the other hand, I think it is also true that it is a matter 
of degree, and I think it is time for the people from the North to look 
into the problem and see to what extent this superorganization of 
southern Senators and Congressmen has resulted in the South getting 
un excessive share of Federal favors. 

I think there is an awful lot in this, and I think this is something 
that the northern Congressmen—many of them are aware of them. 
My only advice to them is to try awfully hard to get the northern 
Congressmen organized on this problem. 

Some efforts have been made, as you probably know, in this field. 
But I think the southern Congressmen who have been chairmen of 
committees for a long time have known how to operate this program. 
They talk about private enterprise, but they get the maximum amount 
of Federal cash, and this is part of the problem. 

Senator GotpwaTer. I am in hearty agreement with you there. I 
have brought that out many times in these hearings, that the South, 
in all fields, hospital construction, school construction, gets what I 
feel is far more than their proper share. 

At the outset, I said we are southern at times and at times we 
are far western. We got back the last fiscal year about $35 million 
less than we sent into the Federal Government. We don’t like that. 
We would like to keep that $35 million out there. 

Dr. Harris. Well, perhaps I wouldn’t go quite as far as that. I 
think there is a question of degree, and I certainly think, for example, 
that if you are going to have a decent school system, you have got to 
give Mississippi some help, but it is a question of how much and how 
the money is used. 

Of course, abuse of the Federal tax exemption by southern States 
should be stopped and all that sort of thing. I could list you 40 items 
of this kind that are relevant, and the social-security program, which 
was started with the general idea of stopping interstate competition, 
has developed into one of the worst forms of interstate competition. 

Senator GotpwaTer. That is all. 

Senator Dovetas. Thank you very much. 

We are very happy to welcome Dr. Keyserling, representing the 
Americans for Democratic Action. ; 


STATEMENT OF LEON H. KEYSERLING, ON BEHALF OF AMERICANS 
FOR DEMOCRATIC ACTION 


_ Mr. Keysertine. I appear at the invitation of the chairman, as an 
independent economist expressing my own views. Americans for 
Democratic Action, of which I am a member, have informed me that 
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their views on the minimum wage are generally in accord with mine, 
and consequently have asked that I speak for them as well as for 
myself. 

‘Under these circumstances, and knowing the pressure of time upon 
the committee, I am glad to do this. 


GENERAL POSITION 


I feel that the basic minimum-wage standard should be lifted from 
75 cents to $1.25 an hour. This would directly affect the wages of 
about 4 million of the somewhat more than 24 million workers now 
covered by the act. 

I feel also that coverage should be broadly extended to more than 
4 million additional workers, of whom about 1 million would have 
their wages directly affected. I believe that these changes should 
be accompanied by appropriate provisions to prevent undue hardship 
upon employers and firms or industries in some cases, although, as 
I will indicate, I think that these prospective hardships have been 
overstated and are far outweighed by the benefits which these changes 
in the act would bring to the economy in general and to the directly 
affected businesses and localities in particular. 


CHANGES IN AMERICAN ECONOMY JUSTIFY AND REQUIRE HIGHER 
MINIMUM WAGE 


In 1939 and early 1940, our economy had by no means shaken off 
the ravages of depression. About 914 million people, or 17.2 percent 
of the civilian labor force, were unemployed. 

Thus, when one compares the American economy of today with the 
American economy of 1938-40, the alternation for the better almost 
defies description. If a minimum wage of 30 to 40 cents in early 1940 
was not too high or burdensome—and it certainly was not—then the 
lifting of the figure to $1 or even to $1.25 today, by mathematical pro- 
jection of changes in the cost of living and in productivity during the 
intervening years results in a figure “which takes but inadequate ac- 
count of where we now stand and where we want and need to go. 

A minimum wage of $1.25 now would be far less risky and far less 
burdensome than a minimum wage of 30 or 40 cents was in early 1940. 

It appears to me that many of ‘those who are now so ebullient about 
the prospects for further advances in the stock market, and about the 
prospects for further business investment, are surprisingly lacking in 
confidence about our ability to correlate these advances with improve- 
ments in living standards where they are most needed. 

Since the recession started in 1953, the composite index of stock 
prices has gone up by about 47 percent. Are the companies whose 

values these stock prices are supposed to represent really 47 percent 
better off than they were when the recession started ? 

Yet some people seem unduly squeamish about a change in the mini- 
mum wage law to $1.25, and the broad expansion of coverage, which 
would increase total payrolls by only about 2 to 214 percent. If the 
stock advance reflects reasonable business prospects, on top of a $370 
billion current economy, there is plenty of leeway for a $2,500 basic 
standard of living for American families. 
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If the stock advance indicates that the economy is getting out of 
balanee, with too much speculative buying power at the top and too 
little in the food budget at the bottom, it is high time to restore a 
better balance. 

The accelerating productive power of the general economy easily 
enables us to increase our total national product, during the next few 
years, between 15 and 20 billion dollars a year. It is estimated that, 
of the 24 million or so now covered by the minimum-wage provisions 
of the Fair Labor Standards Act, about 4 million would be affected 
by a lifting of the minimum-wage base to $1.25; that payrolls would 
he directly “increased by about $2 billion; and that the indirect effects 
might lift this to about $3 billion. 

Sufficient expansion of coverage might raise this figure to about $4 
billion or even $414 billion. It would seem clear beyond debate that 
al stipplementation of the incomes of low-income families by an amount 
equal to only about a fourth to a fifth of our annual ability to increase 
total output, and by an amount equal to only a twentieth to a twenty- 
fifth of our ability to increase annual output by 1960 above the cur- 
rent level is well within our general economic capacities. 


CRITICISM OF ADMINISTRATION'S POSITION ON MINIMUM WAGE 


I am deeply disturbed by the recent testimony before this committee 
by the Secretary of Labor. As I interpret his statement, his argument 
for an increase in the minimum wage to 90 cents seems based almost 
entirely upon increases in the cost of living since the 75-cent minimum 
wage was adopted. 

But the idea that this basic floor should not be raised in real terms, 
instead of merely being adjusted to changes in the price level, seems to 
me sadly deficient. Do increases in the real per capita productive 
power and w ealth of the economy as a whole have no bearing upon 
how high the minimum wage floor should be / 

Even a minimum standard is not designed merely to keep body and 
soul together, but rather to reflect the rising achievements and aspira- 
tions of a progressing-people. I find it particularly difficult to compre- 
hend the enunciation of this static concept by one who, above all others 
in the United States, is charged with the high responsibility of pro- 
tecting and advancing the fair interests of working people. 


CAPACITY OF INDIVIDUAL FIRMS AND INDUSTRIES TO PAY HIGHER 
MINIMUM WAGE 


Most of these ram, industries, and sections are in a better position 
to live through a $1.25 wage today than they were to live through a 
40-cent minimum wage in 1940—and they lived through that very ‘well 
indeed. They also lived very well through the 75-cent minimum wage 
established in early 1950. 

The sections of the country, especially the industrial South, where 
« substantial increase in the minimum-wage law would have a pr imary 
effect, have made amazing economic strides duri ing the past 15 to 20 
vears; and higher labor standards have aided gr eatly i in this progress. 
Furthermore, I have great confidence in the ability of American in- 
dustry to compensate for higher wage costs by improved methods, and 
to benefit from the larger sales which higher wages bring. 
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There is almost no national economic policy, private or public, which 
helps everybody right away, and which occasions no problems ‘of dis- 
location or even hardship at some points in the structure. 

It is the function of national economic policy to find the minimum- 
wage formula which is best suited to the economic situation as a whole, 
and then further to assume such responsibilities as may be required 
to deal with hardship cases or with temporary dislocations. 


NEW TASKS FOR THE AMERICAN ECONOMY 


Our great economic challenge now and for the near future is not 
merely to avoid the calamity of depression but also to do justice. 

Poverty in the economy of the 1930’s was unfortunate; the per- 
petuation of wide-scale poverty in the American economy of the 
second half of the 20th century would be unthinkable. The question 
is no longer whether we can produce enough, but rather whether we 
have the brains and the heart to use our productive capacity in full 
and to confer its benefits upon all. 

Only by looking backward to the past which has gone forever does 
a $1.25 minimum wage seem a drastic or precipitate step. Looking 
at where we are now and where we need to go—looking ahead—a 
$125 minimum wage, which is at best a $2,500 annual income for 
the responsible and industrious American breadwinner at the bottom 
of our economic structure is well within the range of our current and 
prospective capabilities. 

Thus it is, to my way of thinking, a fairly immediate and impera- 
tive next step for a nation which can no longer fall short for lack 
of economic strength, but could only fall short for lack of moral 
rectitude and vision as applied to our economic affairs. 

I feel that the basic minimum-wage standard should be lifted from 
75 cents to $1.25 an hour. This would directly affect the wages of 
about 4 million of the somewhat more than 24 million workers now 
covered by the act. I feel also that coverage should be broadly 
extended to more than 4 million additional workers, of whom about 
1 million would have their wages directly affected. 

I believe that these changes should be accompanied by appropriate 
provisions to prevent undue hardship upon employers and firms or 
industries in some cases, although, as I will indicate, I think that 
these prospective hardships have been overstated and far outweighed 
by the benefits which these changes in the act would bring to the 
economy in general and to the directly affected businesses and local- 
ities in ‘particular. 

Partly because of my own inexpertness on some details, and partly 
to save the time of the committee, I shall not attempt to cover the 
many technicalities and complexities which surround this subject. 

In reading a large part of the testimony already presented, I have 
noted that spokesmen for labor and business, and some independent 
economists, have dealt thoroughly with these ramifications. Instead. 
I shall attempt to set the proposal which I favor in the perspective 
of general economic conditions, current and foreseeable, so that with- 
out losing sight of the trees we may better view the whole forest. 

The original minimum wage, enacted in 1938, was intended to reach 
a level of 40 cents as rapidly as feasible. By early 1940 it ranged from 
30 cents to 40 cents in major areas of the economy. The case now for 
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& $1.25 minimum wage has thus far been stated mainly in terms of 
starting with the 30 cents to 40 cents wage which was in effect, with 
many variations, in early 1940, arid adding to it such factors as changes 
in the cost of living, general and specific increases in productivity, 
and our changing concept of what constitutes a bare minimum stand- 
ard of living— a concept which is in part subjective and properly ex- 
pands with the increasing wealth sd productivity of the Nation. 

I shall not repeat this method of analysis, which has already been 
presented to you admirably by a number of witnesses. There is no 
substantial dispute about the facts on which such analysis rests. 

By the application of this method of analysis alone, a 90-cent min- 
imum wage would fall deplorably short, and it is easy to arrive at the 
desirability of a minimum wage in excess of $1. Further, the process 
by which this method of analy sis brings the figure up to $1.25 seems 
to me entirely defensible. But the case for the $1.25 figure can in my 
opinion be much more powerfully supported; the differences between 
the economy of today and the economy of 1938—40 seem to me far more 
profound than are revealed by these factors alone. 

Further, the improvements in our economic thinking in relation 
to economic stability and growth require that we do far more now than 
apply purely mechanical formulas to project a change in a 1940 figure 
to a proper figure for now and the years ahead. 

In 1939 and early 1940, our economy had by no means shaken off 
the ravages of depression. About 91% million people, or 17.2 percent 
of the civilian labor force, were unemploy ed. Business psychology 
was pitched at a relatively low key. Fundamental business invest- 
ment, a measure both of business sentiment and business opportunity, 
had recovered far less than some other important sectors of the 
economy. 

It was a risk, indeed, to impose by law, on such a business structure, 
substantial increases in business costs and substantial changes in busi- 
ness mores. This risk was all the greater, because we could not at that 
time be sure that the economy had absorbed and digested the vast 
other changes imposed upon it by national economic policies beginning 
in 1933, We were then moving in troubled waters upon unch: rted 
seas, 

Yet the calculated risks of embarking upon a minimum-wage policy, 
deemed excessive and even ruinous by many, was nonetheless under- 

taken. And as we look back, we find that every risk then taken, toward 
broadening the base of mass purchasing power and accompanied by 
an improved sense of social justice, has paid double rewards, not only 
to those paying and receiving the wage, but also to the whole economy. 

The journals and economists and others who doubted or fought such 
measures have lived to praise them, and to pray for their continu- 
ance. In fact, so distinguished a business journ: al as Fortune maga- 
zine has earlier this year written a series of penetrating articles, one 
of the central themes of which is that the measures adopted during 
the 1930’s were in many respects too little and too late to do the 
full job. 

This point needs to be stressed, because there is a growing reali- 
zation that the measures adopted in the 1930's were not adequate to 
the tasks assigned to them, until World War II came along and 
changed the whole complexion of the economy. This is not to say 
that we could have done much more in the 1930's. 
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The injection into a very sick economy of standards of performance 
consistent with full economic health might well have been more than 
a very sick economy could carry. This should point the lesson that 
the conditions for full and lasting economic health can most favorably 
be injected into the system of an economy when it is vigorous and 
well, and that we should not wait until we get sick again. 

Yet those who lived in the dangerous economic ‘days of the 1930's 
had to take the risk of injecting the medicine. And if even in those 
dangerously difficult economic times there were men of authority who 
were willing to be guided by reason rather than by fear, how much 
clearer is the case that we should be guided by reason rather than 
by fear today. For the economy of today has not only digested and 
benefited by the changed public policies of the prewar era, “but more- 
over, in the postwar era has displayed sources of strength constantly 
confounding those who have persistently underestimated our capacl- 
ties and our needs. 

If we review the errors in economic judgment since 1940, practically 
all of the most important ones have reflected underestimates of our 
productive power. They have underestimated not only what we could 
afford to do, but also what we needed to do to maintain maximum 
employment, production, and purchasing power. 

At the start of World War II, we grossly underestimated the 
expansion of facilities which we would need to bring the war to an 
effective conclusion, or which would be consistent with maintaining 
an adequate level of civilian supplies. 

At the end of World War II, many underestimated our capacity for 
peacetime stability, and erroneously predicted 8 million unemploy ed. 
Periodically thereafter, at least until very recently, the majority senti- 
ment has been that a new great depression was only a matter of time, 
although evidence is now gathering that we may well have the means, 
the knowledge, and the will to avoid such calamity. 

At the start of the Korean war, we again underestimated our capa- 
city to produce and distribute more goods, but by 1953 many economists 
looked back with amazement at the accomplishments which they had 
thought impossible. Some years back, the prevalent view was that, 
in peacetime, unemployment of 4- to 5-million persons was necessary 
to avoid inflation; more recently we have gathered strong evidence that 
unemployment of 2 million or less can be compatible with a quite 
stable price level. 

And in the most recent years, projections of snainativieg and po- 
tential national growth have become accepted, but practically all of 
them have grossly underestimated the accelerating rate of our produc- 
tive power. 

It is my firm conviction that we now live in an ecenomy w hich has 
changed mightily in texture, and not just in figures, since the prewar 
years. We ‘believe no longer that depressions are inevitable. We set 
the tolerable level of unemployment far lower than we used to. 

We have now become committed to growth economics rather than to 
static economics, not only as a method of analysis but also as a basic 
tenet of action. We now recognize that we cannot appraise the 
prespective annual rate of increase in productivity by the average of 
the past 50 years, or even the past 20 years; instead we know that we 
are witnessing an increasing rate of improvement under the impact 
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of a new technology. And instead of this productive power within 
our grasp Visiting upon us again the dineaal concepts of the mature 
economy, we have become conscious of our ability to translate poten- 
tial growth into actual growth. 

We are moving ahead, instead of looking backward. 

I am not entirely satisfied with the current economic situation. Un- 
employment is still far too high, and not enough is being done to coun- 
teract it. Weare not yet building our distributive system, nor lifting 
our standards of living and of consumption, sufficiently to take account 
of the new technology. 

But awareness of these blemishes in itself reflects a lifting of our 
sights, rather than a decline in our performance. By the standards 
of the prewar past, our performance is wonderful, and our prospects 
are indeed glowing. 

This legitimate “confidence in our future, provided that it does not 
lull us into innocuous complacency, has many current manifestations. 
The stock market is rising, perhaps too fast, but nonetheless the long- 
term rise has been in part due to fundamental long-term improvements 
in the American economic structure. 

Business investment shows some signs of accelerating, which is cer- 
tainly not responsive to the demands ‘of yesterday or today but rather 
to expanding prospects for the future. 

The steel industry, long saddled with restrictionism, and long prone 
to underestimate our national requirements for steel, now speaks in 
terms of 8 million tons of additional capacity. Consumers are spend- 
ing more freely, and yet the level of saving does not seem undesirably 
low. 

Thus when one compares the American economy of today with the 
American economy of 1938-40, the alteration for the better almost 
defies description. Ifa minimum wage of 30 cents to 40 cents in early 
1940 was not too high or burdensome, and it certainly was not, then 
the lifting of the figure to $1 or even to $1.25 today, by mathematical 
projections of changes during the intervening years, results ina figure 
which takes but inadequate account of where we now stand and w here 
we want and need to go. 

A minimum wage of $1.25 now would be far less risky and far less 
burdensome than a minimum wage of 30 cents to 40 cents was in early 
1940, 

It appears to me that many of those who are now so ebullient about 
the prospects for further advances in the stock market, and about the 
prospects for further business investment, are surprisingly lacking in 
confidence about our ability to correlate these advances with improve- 
ments in living standards where they are most needed. 

Some risk-taking, if not overdone, seems to be a hallowed hallmark 
of the American economy, unless the so-called risk is along the lines 
of paying more wages to those whose buying power is even more 
fundamental to an expanding economy than a still further rise in the 
Dow-Jones index. We have had crashes in the American economy 
because the stock market swept upward too fast, or because business 
investment outran our capacity to consume. But despite all the loose 

talk about wage inflation, economists and others have been able to 
accumulate mighty little evidence that our economy has ever turned 
seriously downward, or, in fact, not benefited on net balance because 
of wage increases in general or in particular. 
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Since the recession started, in 1953, the composite index of stock 
prices has gone up by about 47 percent. Are the companies whose 
values these stock prices are supposed to represent really 47 percent 
better off than they were when the recession started / 

Yet some people seem unduly squeamish about a change in the 
minimum-wage ee to $1.25, and the broad expansion of coverage, 
which would increase total payrolls by only about 2 to 21% percent. 
If the stock advance reflects reasonable business prospects, on top of 
a $370 billion current economy, there is plenty of leeway for a $2,500 
basic standard of living for American families. If the stock advance 
indicates that the economy is getting out of balance, with too much 
speculative buying power at the top and too little in the food budget 
at the bottom, it is high time to restore a better balance. 

While quantifications do not give us the whole picture, because 
facts are but the springboard from which intelligence leaps in truth, 
nonetheless there are some facts about general economic trends which 
have great bearing upon the appropriate minimum wage. 

The outstanding fact in our economy today is that technology and 
productivity are advancing far beyond earlier expectations. In the 
decade between 1930 and 1940, when the minimum wage was first 
udopted and then increased, the average annual growth in produc- 
tivity for the economy as a whole was about 2.8 percent. 

In the highly prosperous and generally expanding years between 
1947 and 1953, the average annual growth in productivity was about 
5.7 percent. The apparent decline in the rate of productivity growth 
for the Nation as a whole,:during the recession commencing in mid- 
1953 was not due to any pause in the advance of technology. It was 
due rather to shifts in the composition of the labor force, which were 
either unfavorable or in any event were accompanied by inadequate 
income adjustments. 

Preliminary figures indicate that increases in productivity during 
1955 may well be higher than in any previous peacetime year. 

In terms of our current and foreseeable productive potential, we 
need, in order to restore reasonably full employment to raise our 
gross national product from the current annual rate of about $369 
billion to an annual rate of about $390 billion by the fourth quarter 
of this year. 

Even allowing for a substantial increase in Government outlays to 
meet vital domestic needs such as education and roads (which does 
not seem forthcoming), and even allowing for a much higher increase 
in the annual rate of private domestic investment than seems likely, 
we need between now and the end of this year to raise the annual 
rate of personal consumption expenditures by about $1114 billion. 
This is not only a challenging task; it is also a great opportunity. 

Looking moderately far ahead to 1960, we have the potential, and 
the correlative responsibility, to lift the annual rate of our national 
product by 100 to 125 billion dollars above current levels. 

Allowing for expanding public services in a growing economy, 
and also for a level of private investment close to 40 percent above 
current levels, we still need by 1960 to raise the level of personal 
consumption by 65 to 75 billion dollars above current levels, or on 
the average about 13 to 15 billion dollars a year. 

Even if we indulge in the most favorable interpretation of recent 
economic developments and foreseeable prospects, there is hardly a 
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responsible analyst who is confident that this increase in consumption 
and in standards of living can be even nearly accomplished—without 
vigorous and far-reaching facilitating measures far beyond those 
which arise automatically out of the operations of our excellent eco- 
nomic system. The cao of sothienl economic policy are by no 
means finished. 

The major methods of expanding consumption and standards of 
living are through price reductions, tax reductions, Government ex- 
penditures and subsidies, and higher incomes within the private 
economy structure, preponderantly through wage increases. 

Our experience and our predilections in a free soc lety indicate 
the relative priority and promise of these various methods, although 
none are mutually exclusive and sometimes all must be used together. 

While general price reductions have theoretical desirability because 
they spread the benefits of advancing productivity very equitably, we 
have observed that large and general reductions in the price level 
in an expanding economy at or near full employment are unlikely. 

There is even now some concern, aside from agriculture, that prices 
nay commence to show an inflationary bias. W hile there is sometimes 
room for the right kind of tax reduction, and I believe there is need 
for it now, it is obvious that in view of public needs which will remain 
large (and must in some respects increase) we cannot indefinitely prime 
the economy through more and more tax reduction. 

While Government spending and subsidies have necessary purposes, 
we cannot, within the limits of the kind of system we want, fill in a 
large part ‘of the needed expansion of total demand with an expansion 
of public spending. Consequently, even as in the past, the enlargement 
of incomes within the stream of private economic activity will remain 
the main highway to stabilty and growth. 

In this connection, I am dis disturbed by the recent testimony 
before this committee by the Secretary of Labor. As I interpret his 
statement, his argument for an increase in the minimum wage to 90 
cents seems based almost entirely upon increases in the cost of living 
since the 75-cent minimum wage was adopted. 

To be sure, a minimum wage is supposed to set a basic floor, and 
not to set general wage standards for the whole economy. But the 
idea that this basic floor should not be raised in real terms, instead of 
merely being adjusted to changes in the price level, seems to me sadly 
cieficient. 

On the grounds of a fair return for their labor can it possibly be 
argued that those whom a change in the minimum wage law would 
atfect have not increased their productivity since 1949, when the 
increase in productivity for the economy as a whole has been so great. 

And even aside from this, do increases in the per capita productive 
power and wealth of the economy as a whole have no bearing upon 
how high the minimum wage floor should be ’ 

Is our concept of where this floor should be, on grounds either of 
the national economic well-being or of social equity, the same today 
as it was in earlier years ? 

Even a minimum standard is not designed merely to keep body and 
soul together, but rather to reflect the rising achievements and aspira- 
tions of a progressing people. There is nothing absolute for all time 
about minimum standards, any more than about any other standards. 
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I find it particularly difficult to comprehend the enunciation of this 
static concept by one who, above all others in the United States, is 
charged with the high responsibility of protecting and advancing the 
fair interests of working people. 

It may be debatable whether the current and foreseeable strength 
of organized labor, plus the commendable intelligence of business 
leadership, will raise the total level of wages sufficiently to meet the 
growing need for mass purchasing power, as this growing need is 
generated by our advancing technology. 

I rather doubt whether this will be the case in. full me: sure, without 
special efforts to accelerate the progress of those who fall largely 
outside the framework of collective bargaining as it pertains in our 
more advanced industries. 

In any event, recent trends tend to indicate that an enlargement of 
total wage income is not accompanied by a large enough increase in 
total spending, if too small a part of the wage gains ‘flow to those 
who, because of their lower incomes, have a propensity to increase their 
spending relatively more as their incomes rise. 

But even if our economy could be sufficiently stable and achieve suf- 
ficient growth, without basic economic justice, we should as a nation 
scorn the argument that economic justice is a secondary considera- 
tion because we have prosperity. 

The more prosperous we are, the more we can afford to be just. The 
more prosperous we are, the less acquiescent we should be in unre- 
mitted poverty. The prime argument for increasing the minimum 


wage to $1.25, and for increasing its coverage, is on the score of eco- 
nomic justice, quite aside from the powerful arguments which can be 


marshaled to its support on grounds of economic stability and growth. 

It is a curious irony of our national economic policies that we tend 
to seize responsibility when depression is upon us, but to neglect it 
when we are most prosperous. We feel that we can afford to clear 
slums as an antidepressionary measure, but that we are now too 
prosperous to be able to provide decent housing for more of our 
people. 

Undoubtedly, if we had a depression, we would spend more for 
education; but because we are so rich and prosperous. we seem to 
feel that schoolhouses should be overcrowded and teachers underpaid. 

And while we were willing to take the new and unpredictable step 
of lifting wages by national law when so m: iny businesses were flat 
on their backs during the depression, we seem to fear that truly com- 
parable action when ‘business in general is uniquely prosperous would 
inflict a wound upon our economic system. 

To be sure, if the economy were now at full employment of its re- 
sources, we could not build more schools or low-rent houses, or pay 
higher wages to low-income families, without a reallocation of re- 
sources, decreasing the servicing of relatively low-order priorities so 
that higher priorities might be met. 

This would be a desirable thing to do, even if we were now operating 
at full employment and full production. But we now have enough 
unused resources to lift the standard of living where it is most needed. 
without decreasing the consumer enjoyments of others; and at the 
same time, in contrast to the depression years, we are prosperous 
enough to do this without running the risk of economic retardation 
through the imposition of increased costs. 
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In short, we are now as never before in a position to do economic 
justice. a : 

By the test of economic justice, the $1.25 minimum wage, with exten- 
sion of coverage, would be inadequate. On the basis of 2,000 hours of 
work a year, a target rarely achieved, a $1.25 minimum would provide 
$2,500 a year to a principal wage earner, which for an average fam- 
ily barely reaches the minimum decency concept of years ago, when 
both prices and the capacities of the economy were much lower. 

Under current coiaditionn, an appropriate figure for a bare mini- 
mum decency family budget, changing as it must with American con- 
ditions, is about $3,500 to $4,000 a year. If economic justice were the 
only standard, $1.25 would be much too low. 

But we must also take account of the capacity of the economy as 
a whole to bear an additional burden, the speed with which it can 
be borne, and the impact of the burden upon those who would 
be required to assume it in the first instance. What is the capacity of 
the general economy to bear this additional burden, and what is the 
capacity of the particular segments of the economy upon which it 
would fall in the first instance ? 

I have already pointed out that the accelerating productive power 
of the general economy easily enables us to increase our total national 
product, during the next few years, between 15 and 20 billion dollars 
a year. It is estimated that, of the $24 million or so now covered by 
the minimum-wage provisions of the Fair Labor Standards Act, 
about $4 million would be affected by a lifting of the minimum wage 
base to $1.25; that payrolls would be directly increased by about $2 
billion; and that the indirect effects might lift this to about $3 bil- 
lion. 

Sufficient expansion of coverage might raise this figure to about $4 
billion or even $41% billion. It would seem clear beyond debate that 
a supplementation of the incomes of low-income families by an amount 
equal to only about a fourth to a fifth of our annual potential to in- 
crease total output, and by an amount equal to only a twentieth to 
a twenty-fifth of our ability to increase annual output by 1960 above 
the current level, is well within our general economic capacities. 

These figures, comforting though they are, probably overstate 
grossly the size of the net burden which the proposed increase in the 
minimum wage and the expansion of coverage would involve. 

For these figures seem to imply that other groups would have to sur- 
render something of their potential income gains and advanced living 
standards, in order to add this increment to low-income families. 

I do not believe that this is true, because substantial income supple- 
mentation to these low-income producers and consumers, by increas- 
ing both their productive and their consumption capacities, would 
undoubtedly cause the whole economy to advance at a more stable and 
more rewarding rate than would otherwise be the case. 

But even if, contrary to the fact, it were to be conceded that these 
gains to low-income families would need to be carved out of the 
gains which the rest’ of the population might otherwise achieve, the 
proposal would still be highly desirable on general grounds of equity 
and social policy—which, in my judgment, are intertwined with eco- 
nomic policy in a free and aspiring democracy. 
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It has been argued that, while the economy as a whole can easily 
produce enough to allot to these low-income families the higher stand- 
ard of living which the increase in the minimum wage to $1.25 and 
expansion of coverage would provide, nonetheless the increase would 
be improved upon individual firms, industries, and sections of the 
country which could not fairly be asked to bear this additional burden. 
There seems to me to be a number of wholly valid answers to this 
argument. 

First of all, I have confidence that the committee will listen to the 
arguments of inability to bear the burden, emanating from some firms 
and industries, with due sophistication. It is an argument which, 
from the beginning, has been advanced against every important pro- 
posal for economic and social legislation, including the original mini- 
mum wage law and every proposed change in it. 

Admittedly, the nature of the argument tends to make it at least 
superficially appealing, because each firm and industry appearing 
before the committee has a more complete command of the facts con- 
cerning its operations than can possibly be available to any com- 
mittee of the Congress. 

It does not follow as an inexorable law of logic that because those 
who have voiced these kinds of protests most persuasively in the past 
have turned out to be wrong, that they are wrong gain. But they 
are no more likely to be right than those who have taken a contrary 
position in the past, and who have been vindicated by the course of 
subsequent events. We can learn something from experience. 

The hypothesis, based upon much experience, that those who oppose 
the lifting of the minimum wage to $1.25 may possibly not be right, 
is fortified by an examination of the nature of some of their current 
arguments. 

For example, the sincere testimony of a leading spokesman for one 
of our most important nationwide business organizations, which op- 
poses not only a $1.25 minimum wage but also a 90-cent minimum 
wage, is in effect the classical laissez-faire argument against any mini- 
mum wage atall. The argument runs to the effect that widely differ- 
entiated wage scales and substandard wages, uninfluenced by national 
policy, are the methods by which an economy which would now be 
nearly perfect if it had just been let alone by the Congress can now 
move constantly closer to perfection if only the Congress would go 
home. 

These arguments are frequently accompanied by some internal in- 
consistencies, for example, stating on the one hand that an increase 
in the Nation’s total wage bill, occasioned through a general increase 
in the minimum-wage law, would be inflationary by raising costs and 
the general price structure; while at the same time stating that such 
a step would be generally deflationary by causing unemployment. 

In general, I would advance against the argument that the $1.25 
minimum wage and expansion of coverage would hurt certain firms, 
industries, or sections of the country, the same point that I made 
earlier in my testimony. 

This point is that most of these firms, industries, and sections are 
in a better position to live through a $1.25 wage today than they were 
to live through a 40-cent minimum wage in 1940—and they lived 
through that very well indeed. 
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They also lived very well through the 75-cent minimum wage estab- 
jished in early 1950. Many of the | firms, industries, and sections which 
make this claim are in a stronger position today, not only absolutely 
but also relative to the general economy, than they were during the 
first years of the minimum-wage law between 1938 and 1940. 

The sections of the country, especially the industrial South, where 
a substantial increase in the minimum-wage law would have a pri- 
mary effect, have made amazing economic strides during the past 15 
to 20 years. 

As a native southerner, I take great pride and comfort in these 
strides forward. And I do not believe that they have been due, as 
some of my well-meaning but I believe mistaken northern friends 
assert, to lower wage scales. These gains have occurred because the 
wage scales in the South have advanced, plus improvements in in- 
ventiveness, enlargement of initiative, better training and treatment 
of workers as human beings, the vast availability of capital on a 
nationwide basis, and generally prosperous conditionss through the 
whole economy. 

Putting this in another way, the sections of the economy which most 
vigorously resisted the original minimum-wage law, and the changes 
in it, have been the largest “beneficiaries of the whole scope of the new 
economic policies w hich, commencing after the great depression, ac- 
centuated mass purchasing power and improved living standards as 
the keys to both productive efficiency and favorable business pros- 
pects. 

These are the very sections of our economy where improvements in 
living standards through higher wages have been most clearly and 
dramatically the controlling force in stimulating their general eco- 
nomic progress. 

But let us assume, as well may be the case, that some firms and in- 
dustries would suffer some transitional hardship through the lifting 
of the minimum wage to $1. 25 plus extension of coverage. There is 
almost no national economic policy, private or public, which helps 
everybody right away, and which occasions no problems of disloca- 
tion or even hardship at some points in the structure. 

For example, we now hear that automation and other forms of new 
technology should be expedited for the general good, even though 
some immediate hardships and dislocations may be the price which 
some may have to pay during the transitional stage. 

We should further realize that any hardships and disloc: _ 

caused by this new technology end automation can be minimized, « 
even removed, not by throwing out the baby with the bath, but athe 
by adopting compensating policies which are well within our eco- 
nomie strength. 

If men are displaced by automation or other forms of the new 
technology, policies should be adopted to provide them with job op- 
portunities elsewhere, until the process of the new technology extend 
their benefits to all, both on the producer and on the consumer side. 

I can see no difference in principle between a corporate economic 
policy, such as automation, being defended on the ground that the 
general benefits outweight the specific, and limited hardships, and a 
public economic policy, such as the minimum wage, being defended on 
the same grounds. 
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It is always the task of national policy, in an imperfect world, to 
measure the gains against the losses of any changes under considera- 
tion, and not to let even explicit proof of some foreseeable losses out- 
weight the larger gains which are clearly in prospect when there is no 
other suitable avenue to the accomplishment of these gains. 

I feel that if this test is fairly applied, it becomes clear that both 
the national and local gains which would flow from the proposed 
changes in the minimum wage law enormously outweight any frag- 
mentary and special hardships which might befall some people for a 
spell. 

And even within the limited cases where these hardships might 
temporarily fall, a balance must be struck among competing objec- 
tives. It is a hardship to a worker to be paid a substandard wage, 
and those who would be inconvenienced or even hurt temporarily by 
paying him a truly American minimum standard of wages cannot 
avoid this responsibility in all good conscience, unless they can show 
not only that they would be temporarily embarrassed but also that 
they would be grievously hurt. There may even be a point at which 
grievous hurt to a few is the price that an economy has to pay for a 
program which benefits many, and which by definition cannot be 
custom-tailored to cover every individual case. 

Senator Doveias. I wonder what you think about the possibility of 
having industry committees to consider giving some variation to in- 
dustries which may be particularly hard pressed or which may be 
particularly prosperous. 

Mr. Keysertine. Without knowing too much about the details of 
the industry committee machinery, I am in favor of some such dis- 
cretionary power, as I indicate in the very next paragraph, Senator. 

I am highly in favor of that. I am trying to distinguish between 
a known and deviations therefrom and assess the relative weight of 
the competing considerations. 

This is not to say that I am callous about the rights and welfare of 
individual firms and industries; I am trying merely to set the problem 
in perspective. I believe that nothing has done more in the American 
economy to improve production efficiency, enliven managerial genius, 
and create localized as well as national markets for business products, 
than the responsibility to pay a decent wage, whenever and by what- 
ever means this responsibility has been imposed. 

In weighing the ability of individual firms and industries to pay 
a higher minimum wage, we should not ask them to accept practices 
which would be insupportable or inimical to their life and growth. 
But there is a vast difference between finding that these firms or indus- 
tries cannot afford to pay a higher minimum wage when they look 
only to the records of their past, and finding that they cannot afford 
to do so in the context of a complex and evolving economic situation. 

When firms and industries invest in the improvement of their physi- 
‘al plant, they are unusually fortunate if they can justify such. inves- 
ment, solely on.the basis‘of past performance. 

Usually such investments, when wisely made, reflect a composite 
judgment concerning past performance, current circumstance, and 
future prospects. It would be well if more firms and industries came 
to realize that the same criteria should be applied with respect to their 
wage policies. Workers are just as important as tools in the produc- 
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tive process, and moreover they buy what is produced. In short, 
investment in wage increases may well be an investment in business 
prosperity. 

Thus the impact of an increase in the minimum wage upon a series 
of firms or industries, or upon a particul: ir section of the country, 
must be judged in terms of its total economic consequences, looking 
toward the future as well as toward the past. While increases in 
wages push immediate business costs upward, they also push markets 
upward, 

In individual cases, the same firms and industries which assume 
increased costs may not get the increased markets. But in general, 
the relatively poorer positioned or marginal firms and industries are 
the very ones which experience teaches us benefit most when the econ- 
omy moves further toward full employment and full production, and 
suffer most when it moves backward. 

Furthermore, I have great confidence in the ability of American in- 
dustry to compensate for higher wage costs by improved methods. 
The incentive of decent wage payments, if not pushed too far, is a 
good one. Increased wages are not imposed upon a situation which 
remains static in all other respects; these increases are a part of a 
dynamic process to which American industry has shown enormous 
adaptability. 

For these same reasons I do not believe that any evaluation by the 
committee of appropriate increases in the minimum wage, either in 
terms of impact upon the general economy or impact upon individual 
firms, industries, and sections, can be complete or correct unless this 
evaluation looks forward as well as backward. 

Such consideration should take into account the current evolution 
of the economy as well as its past Senne the needs and prospects 
of the future as well as the records of the years gone by. No national 
policy would be adequate if it were based sak upon the past, and 
avoided any judgment as to the future. 

We may appraise the future wrongly, but appraise it we must if 
we are to act intelligently at all. 

Furthermore, we should realize that the economy as a whole is the 

sum of its parts. If, in each sector of the economy which comes under 
the influence of national policy, we adjust our sights to the require- 
tients for full employment and full production, we will be just that 
much more likely to achieve this objective. 

Within a policy which is generally correct in these terms, indi- 
vidual hardships and difficulties can and will be ironed out. But if 
the national policy is adjusted to the hardest cases instead of to the 
— contours of the problem, the tail is left wagging the dog. 

I submit, therefore, that it is the function of national economic 
policy to find the minimum-wage formula which is best suited to the 
economic situation as a whole, and then further to assume such re- 
sponsibilities as may be required to deal with hardship cases or with 
temporary dislocations. This means, in effect, that a minimum-wage 
policy is but one aspect of comprehensive private and public economi« 
policies for sustained full employment and full production. 

A rounded full employment and full production program of this 
type would not only compensate for the relatively few specialized 
hardships or dislocations which one of its necessary components— 
such as an adequate minimum-wage law—may involve. In addition, 
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a general full employment and full production environment would 
minimize the incidence and duration of these specialized hardships 
and dislocations. 

For example, it seems clear to me that some of the ‘irms and indus- 
tries which may fear an appropriate lifting of the minimum wage are 
worried about where this change would leave them in the face of a 
substantial economic recession. 

Their legitimate worries would be largely dissipated if they knew 
that our national commitment to a general policy of full employment 
and full production under the E mployment Act of 1947 were being 
honored in the observance and not in the breach. 

Moreover, I am seeking to set forth a fair norm of conduct, and not 
to suggest the prohibition of any deviations from it. As I said at = 
outset of my testimony, I believe that the establishment. of a $1.2 
minimum-wage base, and the extension of coverage, should be accom- 
panied by appropriate devices to relieve excessive hardship with 
respect to timing, scope, and size. 

This problem would exist in any event, whether the minimum wage 
were raised to $1 or to $1.25. 

In addition, I would like to state some of the spec ific benefits which 
a higher minimum wage would confer upon relatively depressed sec- 
tors of our economy, quite aside from its general benefits and its merits 
on grounds of social justice. If the annual incomes of low-income 
families were to be increased by 3 to 4 billion dollars, this would 
immediately enlarge the annual demand for agricultural products by 
some three-quarters of a billion to a billion dollars. 

Such development would have a powerful effect upon currently 
depressed farm income and so-called farm surpluses, and also help 
to bring a healthful standard of nutrition to some millions of Ameri- 
can families who do not now enjoy it. 

Despite what I have said earlier in my testimony about the prospects 
for American economic stability and growth, in contrast with the 
past, I do not think that we can achieve our potentials by complacency 
or by wishful thinking. Our prosperity since 1940 has been heavily 
affected by full-scale wars and small-scale wars. We have not at any 
time since 1940 had more than a very few years of so-called peacetime 
full prosperity without substantial recessions. 

In view of our advancing technology, and especially if our hopes for 
even relative peace should materialize, we are faced now and will 
increasingly be faced by the need to do bigger things at home than we 
have ever done before. These efforts are needed to translate our 
immensely growing productive potential into human progress, rather 
than suffering recurrent periods of relative—if not complete—depres- 
sion and human misery. 

We have had a decade and a half in which to digest the basic im- 
provements in our domestic economic policies which were largely 
halted before World War II, and we have not reoriented the scale of 
our quantitative economic thinking to the enormously larger postwar 
economy. Nor have we reoriented our qualitative economic thinking 
to the legitimate advance in the sentiments of the American people 
with respect to the full measure of domestic well-being and security— 
the freedom from poverty and insecurity—which our new industrial 
machine can bring within the reach of all. 
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Now, as much as ever before, we must Jet our minds be bold. The 
main argument for the $1.25 minimum wage and the expansion of 
coverage, is not that our economy shows signs of weakness, but rather 
that it shows signs of strength; not that we should take this step to 
avoid depression (though it would help in this, too), but rather that 
we hada take this step to bring to more of our people at least a 
minimum living standard consistent with our current power and our 
vastly increasing economic potential. 

I believe that, due to progress already made of which all Americans 
can be so justly proud, our great economic challenge now and for the 
near future is not merely to avoid calamity but also to do justice; 
not merely to see that men are employed, but also to see that they are 
employed well; not merely to assure that men have roofs over their 
heads and enough food to keep them alive, but also to assure that meri- 
torious men enjoy for themselves and their families a truly American 
standard of living. 

Poverty in the economy of the 1920’s was unfortunate; the perpetua- 
tion of wide-scale poverty in the American economy of the second half 
of the 20th century would be unthinkable. 

Viewed in this light, we are rapily passing from an era of economic 
problems in the old sense to a period of moral problems in a new sense. 

The question is no longer whether we can produce enough, but 
rather whether we have the brains and the heart to use our produc- 
tive capacity in full and to confer its benefits upon all. 

Only by looking backward to a past which has gone forever does 
a $1.25 minimum wage seem a drastic or precipitate step. 

Looking at where we are now and anes we need to go—looking 
ahead—a $1.25 minimum wage, which is at best a $2,500 annual 
income for the responsible and industrious American breadwinner 
at the bottom of our economic structure, is well within the range of 
our current capabilities. 

Thus, it is, to my way of thinking, a fairly immediate and impera- 
tive next step for a nation which can no longer fall short for lack 
of economic strength, but could only fall short for lack of moral recti- 
tude and vision as apphed to our economic affairs. 

That completes my statement. 

Thank you. 

Senator Doveras. Thank you. 

We appreciate your coming. 

I have one question I would like to ask. 

I would like to ask if you have any specific suggestions for dealing 
with so-called hardship cases, other than the general-policy state- 
ment which you have made in the body of your analysis? 

Mr. Keyseriine. Nothing more specific than my recognition that 
appropriate machinery based on experience and reason should be set 
up to allow considerable exceptions. 

There is not the slightest doubt in my mind that all of those whom 
I would like to see covered by the minimum wage cannot immediately 
be put on $1.25 wage without doing more damage in particular and 
in general than good in general and particular. 

Therefore, I think there can be several approaches to this. One 
approach could be to scale the timing of the incidence in general of 
the increase. In other words, there could be a timing of the point 
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at which the general norm becomes a set of variable figures. That 
is one way of doing it. 

I happen to prefer the other way, because the general trend of my 
statement indicates my belief that in all these things, and perhaps 
we are properly conservative, we tend to underdo rather than to 
overdo what the economy requires, except in times of war or other 
stress of that kind. 

I think we have a tremendous technology. Therefore, I would 
rather see the discretion moving the other way. In other words, set 
the norm based upon general requirements for the economy and for 
a rounded maximum employment and production policy, and then 
permitting the deviations from that by administrative discretion. 

Senator Doveias. Administered by special industry committees / 

Mr. Kryseriing. Yes, sir; but as between those two, it is not my 
main point to pass judgment upon the relative desirability. 

Senator Doueé.as. Thank you very much. 

I may say for the record that we invited two economists whose 
testimony we assumed would be adverse to the idea of legally estab- 
lished minimum rates, namely, Mr. Henry Hazlitt and Prof. R. George 
Stiegler, but these gentlemen have found it impossible to come, I 
mention that lest it be thought that we packed the list of witnesses. 

The next witness is Mr. Clarence Mitchell, representing the Na- 
tional Association for the Advancement of Colored People. 


STATEMENT OF CLARENCE MITCHELL, NATIONAL ASSOCIATION 
FOR THE ADVANCEMENT OF COLORED PEOPLE 


Mr. Mrrcne ty. I have a very brief statement. Iam Clarence Mitch- 
ell, director of the Washington bureau of the National Association 
tor the Advancement of Colored People. 

So much has already been said, Mr. Chairman, on the technical side 
of this, that there is very little I could add. I would like merely to 
file my statement in the record. 

Senator Doveras. That will be done. 

Mr. Mircnety. And also to call attention to two paragraphs in it. 
One points out that approximately 25 percent of the colored men and 
10 percent of the colored women who are employed work in agri- 
culture. 

A great many of these are migratory workers who are employed 
on a factory-type farm. All deserve the same treatment as persons 
working in covered industries now receive or will get under an im- 
proved law. 

The second thing I would like to call attention to is the Bureau 
of Labor Statistics figures which show that the average urban family 
with an income of $1,500, based on the current minimum wage, spends 
about $174 a year more than it earns. The colored wage earners aver- 
age about $1,300, which is only 52 percent of the average income of 
white people, so that unless there is a broadening of the coverage 
of this law, as well as the raising of a minimum, I am afraid that 
it is not going to do a great deal for the colored working people of 
the country. 

Therefore, in addition to urging that the $1.25 rate be set, I would 
like to urge very strongly that coverage be broadened so that people 
not now included would be given protection. 
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Senator Doveras. Of course, we have constitutional difficulties. 
| think it is questionable whether the Supreme Court would hold 
the service industries to be affecting interstate commerce. 

Mr. MrrcHett. That is , I understand, a problem. 

Senator Dovetas. And you have a problem in agriculture, too, | 
think. 

Mr. Mrrcnevy. I am never aware what that problem is. I hear it 
raised, but I am unable to see why. For example, during the war, 
we gave exemption to the draft to persons who were employed in ag- 
riculture, realizing they were very vital to the economy. 

Now when it is a matter of harvesting our crops, we make inter- 
national agreements with the British and Mexican Governments for 
the purpose of importing workers. So it is difficult to see how this 
agricultural worker escapes from falling under the purview of the 
law. 

[ fear that one of the main reasons why he is not covered is that 
a large part of the opposition to coverage comes from some of the 
southern areas of the country where, paradoxically enough, some of 
the main supporters of the minimum wage hold public office, and I 
think that the South has to face up to that. 

It can’t have its cake and eat it, too. It seems to me it has got to 
realize that in the kind of country that we now live in we can’t have 
representatives coming up to Congress or elected to State legisla- 
tures who stand for great social reforms, but only such social reforms 
as will not be politically dangerous in the communities from which 
they come, 

Senator Dovetas. Well, we could discuss the constitutional issue 
at great length. After all, the power of Congress is limited. 

The courts, of course, have broadened the definition of commerce. 
But it is not yet all-inclusive. 

Mr. Mircnetn. Well, I think it is hard to draw the line between 
a cotton worker who is picking the cotton and one who is processing 
it ina textile mill. Each is a part of interstate commerce. Certainly 
every time you sit down to eat a grapefruit in our State of Illinois 
in the zone where it wouldn’t be possible to grow a grapefruit, you 
know it has come from Florida or California, or some place where 
some person has picked it, and I don’t see how we draw the line. 

I don’t see how we draw the line really on hotels. I came up from 
Florida day before yesterday and went on up to New York, and was in 
a hotel where just about everybody I saw in the lobby came from 
Texas or Alabama, or some other place outside of New York. 

The chief advantage of having that hotel was to make it comfortable 
for travelers. It is hard to see how you can separate that from the 
interstate process also. Certainly in the logging and lumbering indus- 
try, one of the things I saw down in Florida while I was there at the 
International Paper Co. in Panama City were these great carloads of 
logs coming in from Georgia and other places where people were at 
work on them, but where their minimum wage, through various 
escape clauses and curious practices, manages somehow to bypass 
the workers in these jobs. 

Unfortunately a great many of these people are colored. So that 
actually you get the matter of wage discrimination all tied up with 
racial discrimination. I don’t know how we are going to come out 
with this in this Congress. 
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I guess being realistic, it is not likely that there will be much of a 
broadening of this coverage, but I certainly hope that nobody will 
ever give up the fight, because eventually we have got to get to the 
place where we do broaden it. 

Senator Doveias. Thank you very much. Your statement will 
go in the record at this point. 

(The statement referred to follows :) 


Mr. Chairman and gentlemen of the Senate subcommittee, I am Clarence 
Mitchell, director of the Washington bureau of the National Association for the 
Advancement of Colored People. 

At its national convention held in Dallas, Tex., in 1954 our organization passed 
a resolution urging that Congress adopt a minimum wage of $1.25 an hour. The 
resolution also urged that the present law be extended to include agriculture 
workers and other persons not now covered. 

Approximately 25 percent of the colored men and 10 percent of the colored 
women who are employed, work in agriculture. A great many of these are 
migratory workers who are employed on the factory-type farms. All deserve 
the same treatment that persons working in covered industries now receive or 
will get under an improved law. 

Persons employed in service industries should be covered by the law; 15 
percent of employed colored men and 65 percent of employed colored women 
are in this industry group. 

It is interesting to note that exemptions in the present act have been a con- 
venient loophole for persons skilled in ways of evading the law. For example, 
we have reports from Southern States showing that in logging operations the 
exemptions given to employers of less than 12 persons have been used to keep 
wages low in certain areas. This is accomplished by the simple device of 
splitting the work force into groups of 12 each. 

Figures of the Bureau of Labor Statistics on consumer expenditures in 1950 
show that the average urban family with an income of $1,500, based on the 
current minimum wage, spends $174 more than it earns. The $1.25 minimum 
wage rate would give these families a living standard 52 percent higher than 
they now have. 

In that same year, census figures show that the average income for colored 
wage earners was $1,300, which, incidentally, was only 52 percent of the average 
income for white persons. 

This subcommittee has heard so many facts on why the minimum wage should 
be increased that it is unnecessary to repeat them. We earnestly hope that in 
this Congress, the act will be broadened and strengthened to meet the obvious 
needs of those who are wage earners. 


Senator Doveras. We will meet again on Tuesday. 
(Whereupon, at 12 noon, the subcommittee adjourned, to reconvene 
at 10 a. m., Tuesday, May 17, 1955.) 
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AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


TUESDAY, MAY 17, 1955 


Unirep Srares SENATE, 
CoMMItTEE ON Lapor AND Pusiic WELFARE, 
SUBCOMMITTEE OF LABOR, 
Washington, D. C. 

The subeommittee met, pursuant to adjournment, at 10:05 a. m., in 
room P-63, United States Capitol, Senator Paul H. Douglas (chair- 
man) presiding. 

Present: Senator Douglas. 

Also present: Steward E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members, and Dr. Fred H. Blum, consultant. 

Senator Doveras. The committee will come to order. 

We divided the time in such a way as to give approximately an 
equal number of days to representatives of unions who are testifying 
for a minimum wage of $1.25 an hour, and to representatives of em- 
ployers. But the employers were given 40 percent more hours than 
the unions, because of the larger number who wanted to testify. 
Charges of unfairness were made by representatives of the American 
Retail Federation on the ground that we had not given them sufficient 
time, it was alleged, to appear. 

Their time was doubled from 10 minutes to 20 minutes at one 
session, and then, at the end of the session they were asked if they 
wished to testify further. They stated that they did not, but due 
to the fact that a union witness from the Pacific coast, who was not 
able to appear at an earlier time, appeared as a later witness and took 
{0 minutes, it was my feeling to remove any further charge, which 
I believe to have been unfounded originally, by according an equal 
amount of time, or 40 minutes, to witnesses opposed either to the 
minimum wage law or to the proposed increase to $1.25. 

So we are setting aside 40 minutes this morning for opponents. 
The first witness is Dr. Schmidt, representing the Chamber of Com- 
merce of the United States. I may say we also invited the National 
Association of Manufacturers. 

We are very glad to have you, Dr. Schmidt. 


STATEMENT OF DR. EMERSON P. SCHMIDT, DIRECTOR, ECONOMIC 
RESEARCH, CHAMBER OF CAMMERCE OF THE UNITED STATES 


Dr. Scumipr. Mr. Chairman, I am Emerson P. Schmidt, director 
of economic research of the Chamber of Commerce of the United 
States, a federation of some 3,100 State and local chambers of com- 


merce and trade associations with an underlying membership of over 
1,600,000 businessmen. 
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I brought with me Mr. Guy Waterman, who can answer any tech- 
nical questions which you may have. 

The national chamber welcomes the opportunity to make a second 
appearance at this session of the committee to discuss further the 
question of revising the Fair Labor Standards Act. 

When we appeared before, we discussed at some length the question 
of whether a minimum wage can really alleviate poverty, and the 
potential effects which might be expected from various proposals to 
raise the minimum wage. ‘Today we would like to discuss some of 
these. We also discussed the wisdom of proposals to extend coverage 
of the act. 

More recently, there has been considerable discussion of factors 
which should be considered in determining the level of a minimum 
wage. Today we should like to discuss some of these: (1) the increase 
in the cost of living since 1950; (2) the increase in average produc: 
tivity; (3) the increase in average wage rates. 

You have heard, for example, that the cost of livi ing for low-income 
groups has increased 18 percent since 1950. You have heard that 
the increase in average productivity has been 19 percent. You have 
heard that average hour . earnings have increased some 41 cents since 
1950, although the percentage increase—about 30 percent—is a more 
valid measure. 

The record of these hearings contains a fact sheet submitted by the 
Congress of Industrial Org: anizations which contains a detailed an: aly- 
sis of these points. We rec commend that you examine the arithmetical 
and statistical method used to justify, in this case, a minimum wage 
of $1.06. 

Six computations were required on the first page of this fact sheet. 
Every one of these computations was rounded upward—for example, 
from 40.42 percent to 41 percent, and from 14.7 percent to 15 percent. 
The cumulative effect of these successive roundings raised the final 
result from $1.04 to $1.06. 

The artful use of statistics, however, dwarfs these minor arithmetical 
achievements. 

First, the consumer price index figures are not brought up to date, 
since they have declined somewhat recently. 

Second, the cost of living for low-income groups is said to have 
risen 25 percent more than the increase in the consumer price index. 
This claim is based on study of an historic period, 1935-44, for 
which it was valid. But similar study of the period since 1949 indi- 
cates no such pattern. If anything, the cost of living has increased 
less for low-income groups since 1949 than the general average. 

Third, the productivity increase is computed from 1949, even though 
the minimum wage went into effect in 1950. 

Fourth, productivity figures for the entire private sector of the 
economy are used, although the table from which they are taken con- 
tained comparable figures for private nonfarm productivity. Agri- 
culture is exempt from minimum wage law. 

Fifth, the rise in productivity from 1953 to 1954 is assumed to be 
3.75 percent, despite all the available evidence which indicates it lay 
somewhere between 1.2 percent and 2.5 percent. 

If we use the same economic logic as that of the fact sheet, but 
adjust for these statistical vagaries—and multiply and divide cor- 
rectly—we will obtain a figure not of $1.06 or $1.08, but 94 cents. 
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Senator Dove.as. May I interrupt to say that we have analyzed 
the cost-of-living data and I have drafted a letter which I intended 
to send to you. There is no need for doing so now, but I want you 
to read two paragraphs: 

The committee agrees with your conclusions in regard to the increase in 
the cost of living since January 1950. Our own data show the same relation 
of low-income family to sample-income family changes in the cost of living. 

Unless further data requested from the Department of Labor bring new 
information, the committee agrees that the significant percentage increase in 
the cost of living for wage and salary earners affected by minimum-wage legisla- 
tion is 13.6 percent. 

Dr. Scumipr. Rather than the extra upgrading that had been put 
into the record by another witness. I am glad you made that inde- 
pendent check, Mr. Chairman. 

The increase in average hourly earnings must be measured in terms 
of percentage, not in ter ms of cents, and cannot justify radical revision 
in the minimum wage. Using any of these statistics correctly, no one 

can justify a minimum wage anywhere close to $1. 

But what of the validity ‘of these factors to the level of a minimum- 
wage increase 4 

The proper guide for judging a minimum-wage increase is the 
ability to absorb such an increase—that is, if we assume the justifica 
tion of minimum-wage legislation in the first place. If a minimum 
wage is set higher than a level to which the industries most affected 

can adjust, we have not helped the low-paid workers at all. 

Low-paid workers who are covered by the law will have been barred 
from jobs by Members of Congress. Or, if a round of inflation per- 
a these workers to be kept on the job, low-paid workers not covered 
by the law will suffer a reduction in their real income and others will 
find their bigger pay envelopes offset by bigger grocery and other bills. 

The cost-of- living index may be thought of as a guide to the im- 
provement we would like to see low- paid workers receive. But we 
should be careful that (1) valid statistics are used; and (2) that the 
improvement actually accrues to the workers through the absorption 
of the higher minimum by the industries affected. 

Productivity gains.since the last minimum-wage increase cannot be 
used to justify a new minimum, unless the Congress is willing to legis- 

ate innumerable enterprises out of existence. Productivity increases 
cannot be applied by edict to the wage structure as a whole. 

Furthermore, there are grave limitations to the concept of produc- 
tivity as presently used. If it is based on the aggregate statistics for 
GNP, the consumer price index, and man- hours employed, it is a 
very rough estimate, based on three other rough estimates and 
unknowns. 

If this method of computing productivity increases is applied to 
the period since 1911, the annual increase in productivity will be 
found to vary from an extreme of —5.6 percent to another extreme 
of +9.9 percent. Such variation raises serious doubts as to the valid- 
ity of the technique, particularly for short periods. 

Again, we may wish that productivity gains were spread more 
evenly over the economy. But increased productivity in the steel 
industry in Indiana cannot make possible an increase in wages for 
garment workers in North Carolina overnight. We fly in the face of 
the facts of economic life if we assume they can. 
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The increase in average hourly earnings since 1950 may be, like 
the increase in cost of living, an index of what we would like to see 
the low-paid worker receive. But, real wages increase for a good 
reason—increased output—and there is no w ay to raise them w ithout 
this corresponding increase in output. 

We repeat, raising the minimum wage will not help low-paid 
workers unless the higher money wage can be absorbed. 

It is possible that proponents of an extreme increase—say to $1.25— 
do not really believe it could be absorbed, but rather, that the disrup- 
tive effects will be confined to certain industries and regions. Per- 
haps, as Senator Fulbright has said, the 


real motive * * * is to slow down industrialization in the South. 


This type of thinking is not only deplorable; it is also shortsighted. 
We can expect the dislocations of an unrealistic minimum wage to 
pervade the entire economy. 

What has been our past experience with employer's ability to absorb 
higher minimums ¢ 

Tt is dangerous to rely too heavily on statistics on this point, because 
of multiple ‘auses at work. However, the figures which the Bureau 
of Labor Statistics has prepared suggest that the direct effect of a 
90-cent minimum today would correspond closely to the effect of 75 
cents in 1950, as shown in the following table. 


Direct impact of past, potential, minimum-wage increases 


Number of Percent of 
yorkers workers Direct 
Proposed — * cette in cmenen 
Date of Bureau of Labor Statistics findings minimum directly directly increasé 
| 


affected affected wage bill 
(manufac- | (manufac- | (total) ! 
turing) turing) 


wage 
} 


November 1948..........._.__- .| $0. 


75 | 875, 000 | 6.6 
April 1954 


90 | 817, 000 6.5 | $247, 000, 000 
1. 00 | 1, 282, 000 | 10.2 | 603,000, 000 


ic pabiniahs from Labor Department statistics. 


The 1950 experience has led some observers to believe that a 90-cent 
minimum would now be easily absorbed. Obviously, the relatively 
greater impact of a $1 rate makes it out of the question from any realis- 
tic standpoint. Industry-by-industry, the direct effect of a $1 rate 
would be twice as great—and in some cases more than twice—as that 
of a 90-cent rate. Indirect effects of pressure to preserve wage dif- 
ferentials would also be much greater. 

But if we look closely at the experience of 1950, the justification for 
a 90-cent minimum now is more difficult to support. Even from the 
limited studies which the Wage and Hour Division made in 1950, we 
know that several thousand employees were barred from their jobs by 
Congress. 

The Division’s study was limited to a few low-wage segments of the 
economy. It was unable to survey any other segments. We also 
know that issuance of learner certificates, a practice which had been 
dormant for several years, was renewed with a flood of 73,351 learners 
authorized at the end of "fiscal 1950, in order to make it possible, I 


suppose, to have the disruptive effects of the new minimum in 1950 
minimized. 
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Recognizing that there were some unemployment effects and other 
disruptions in 1950, we must also recognize the peculiar conditions 
prevailing at that time which were so conducive to the absorption of 
the higher wage rate. 

To begin with, there was still a backlog of postwar demands, made 
possible by the inflation of war and of 1946-48. There was the begin- 
ning of a building boom at that time which had significant effects on 
the sawmill industry. Perhaps most important was the Korean crisis, 
occurring 5 months after the new minimum. 

It would be a serious mistake to assume that the full impact of the 
75-cent rate had been absorbed by June. As the Wage-Hour Division 
stated in its study of the period— 
those pressures—of the Korean conflict—undoubtedly helped the affected indus- 
tries meet their higher wage bills. (Results of the minimum-wage increase of 
1950, p. 5.) 

These special conditions do not exist today. There is good reason 
to hope that we may be in for a period of continued stable prices and 
sound economic growth. Were this optimism to be borne out, the 
whole economy, including low-paid workers, would benefit. 

This hope for stability makes unwise an increase of the minimum 
wage to 90 cents, which would seem to necessitate instability in order 
to be absorbed. In view of the doubly disruptive effect of a $1 rate, 
more drastic proposals are wholly unrealistic and self-defeating. 


COVERAGE 


We are concerned over the assumption that modifying the retail and 


service enterprises or retail businesses with a certain volume of sales, 
would be justified or feasible. 

Two misconceptions are involved: (1) that multistate enterprises 
are competing in interstate commerce in an economic sense; and (2) 
that stores which are “big” can easily afford to adjust their wage bills 
without disruptive effects. 

As to the first, we should like to stress, as we pointed out in our 
testimony on April 29, stores in interstate chains of distribution are 
no less local in character than single stores. Wage and hour prac- 
tices are determined by prevailing local conditions, and wages and 
hours, not ownership or control, are the issues here. 

Retail stores canot raise wages at will just because they are “big.” 
It would seem that the recent trend in distribution is toward increased 
volume with lower profit margins. In such a situation, a slight adjust- 
ment in costs can have a disruptive effect out of proportion to the 
slight wage increase. 

Proposals for modified coverage, then, are not justified by economic, 
administrative, or constitutional considerations. We strongly urge 
that the existing retail and service exemption remain untouched. 


SUMMARY 


Our position on proposals to revise the Fair Labor Standards Act 
may be summarized as follows: _ 

(1) The capacity of the economy to absorb a legislated minimum 
wage of 90 cents should be seriously questioned and any proposal 
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which exceeds 90 cents is entirely unrealistic; we recommend against 
either step. 

(2) Vague reference to aggregate figures, like consumer price 
indexes, national productivity, and average hourly wages is irrelevant. 

(3) Indirect effects of minimum-wage fixing must be an important 
consideration in revising the minimum wage. 

(4) Existing exemptions with respect to distribution and service 
industries should be maintained. 

(5) There is a compelling need for clarifying the area-of-production 
exemption. 

(6) Establishments covered by collective bargaining should be 
exempt from the law. 

(7) Minimum-wage legislation can at best accomplish little; at 
worst, it can destroy job opportunities, contribute substantially to 
inflationary forces, and jeopardize economic stability and growth. 

Senator Dovcuas. I take it you are not favorable to minimum-wage 
legislation. 

Dr. Scumipr. No; we think it is the function of the market to 
allocate resources, and we don’t think that in spite of the great wisdom 
of Members of Congress that they can do what the market can do 
in its silent and smooth way. 

We believe that poverty can be eliminated by investment and growth 
and progress and labor mobility and employment service and en- 
couraging people to qualify for better paid jobs. 

So we are just as strong for better pay and better productivity 
any member of your esteemed committee. 

Senator Doveras. Thank you very much. 

Dr. Scumipr. Thank you. 


Senator Doveras. The next witness is Mr. Rowland Jones, president 
of the American Retail Federation. 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION 


Mr. Jones. Mr. Chairman, I greatly appreciate the opportunity to 
come before your committee again with respect to proposed legis- 
lation to amend the Fair Labor Standards Act. I have only a brief 
statement to make. 

First, I want to state that the retail industry, until the last few days, 
has been very uncertain as to the position of the administration on 
applying minimum-wage standards to the retail store. Statements 
made by Secretary of Labor Mitchell, however, at a press conference 
on Thursday, May 12, and in a letter which he sent to the chairman 
of this subcommittee, dated May 13, make it clear that the admin- 
istration is definitely not recommending that the Fair Labor Stand- 
ards Act be applied to retail or service e establishments. 

The testimony of the Secretary. when he appeared before this 
subcommittee on April 14, to use the language of his letter of May 
13, only intended to suggest retailing as 1 of 2 areas which the sub- 
committee might wish to study or give special consideration to in their 
study of the entire problem of coverage. 

Senator Dovenas. Mr. Jones, I have the Secretary’s letter. I wish 
to state that in my judgment this is a complete hedge on his part from 
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his earlier statement as the transcript will show—I want to pause in 
the proceedings for a moment to read his exact statement- that was 
a recommendaiton; it was not merely a suggestion for study by this 
committee. And this attempt now to back away from a recommenda 
tion, I regard as doing some violence to the actual facts. 

I quote from the transcript of hearings of April 14 at the point at 
which Senator Smith said : 

I understand that these suggestions made today for expanding the minimum- 
wage legislation in these two areas that you named, is a definite recommenda 
tion of the administration and not simply a suggestion that we consider it? 

Secretary MITCHELL. They are definitely recommendations of the administra- 
tion that you seriously consider in connection with whatever other expansion 
the Congress may deem to be proper. 

I do not believe in doubletalk. Proceed. 

Mr. Jones. I wish now to make a few comments on the materials 
which the Department of Labor has submitted to this subcommittee 
on coverage and exemptions under the Fair Labor Standards Act. 

These materials contain over 45 typewritten pages of data on the 
retail and service trades. In this connection, 1 want to point out that 
these materials were not made available to us until yesterday. 

Senator Doveras. May I say that we were given only one copy of 
this material. We had to analyze it ourselves, lirst, and we have made 
a partial analysis. We sent it to you at the earliest possible moment. 
Ii you want more time to analyze it, you can have more time. We 
will have another meeting of the committee, in which we will give you 
a chance to come and make a further statement. 

Mr. Jones. I am not being critical of the subcommittee, Mr. Chair- 
man, at all. I am simply making that statement as the background 
for an additional request. 

I, personally, did not have an opportunity to review them until last 
evening. The materials which were submitted obviously have been 
under preparation for a long time. Within the few hours which my 
office has had to examine them, we can do no more than make a few 
preliminary observations and request further time in which to submit 
answering data for inclusion in the printed record of these hearings. 

No statistical data or other information whatsoever has been sub- 
mitted to justify singling out “multistate chain enterprises” from other 
retail and service establishments and extending the minimum-wage 
law to them. 

To us, this omission is most significant because we feel sure that 
if any such data existed it would have been brought to the attention 
of the subcommittee in justification of the Secretary’s suggestions that 
the multistate chain enterprise was an area that deserved study. 

There are no facts which show that the need of minimum-wage law 
protection is any greater in stores which are a part of a chain enter- 
prise than in other stores. An examination of the minimum-wage 
orders and laws in effect in the various States does not reveal that there 
has ever been any classification or distinction based on the size of the 
establishment. 

Coverage has always been based on occupation with variation of the 
minimum depending upon the population of the community in which 
the employee was working. 
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Further, a number of the statements and statistical data contained 
in these materials appear to us to be inaccurate or misleading, but 
our comment on these must await our own study and analysis. 

Senator Doucias. Before we go any further, I would like to put 


into the record the letter which I have ree eived from the Secretary 
of Labor. 


(The letter referred to follows :) 


UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, May 13, 1955. 
Hon. PAUL H. Dove.as, 
Chairman, Subcommittee on Labor 
Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 


DeaR SENATOR DovuGLas: In the course of the hearings on the Fair Labor 
Standards Act being held by your Subcommittee on Labor, the subcommittee has 
from time to time requested the submission by this Department of data that 
would be of assistance in your deliberations. In addition to the numerous re- 
ports and other material which have already been submitted, the request has 
been made for studies or information which would be of value in your con- 
sideration of the expansion of the act’s protections to employees who are not 
now within the act’s definitions of coverage or who may be specifically exempt 
from the wage and hours provisions. 

You will recall that the President, in his state of the Union message and his 
economic report this year, said that it would be well for the Congress to consider 
the question of bringing substantial numbers of workers, now excluded from 
the protection of a minimum wage, under its coverage. And not long ago at 
a press conference he reiterated that emphasis should be put upon spreading 
the minimum wage to many thousands working who are not covered by any 
minimum wage at all. Such expansion of coverage, as the President pointed 
out in his economic report, must be approached on a gradual basis. 

At the time of my testimony before your subcommittee, I suggested two areas 
to which, in your overall study of bringing the protection of the act to more 
workers, you might wish to give your particular and special consideration. 
These were the multistate enterprises and those enterprises that do the greater 
part of their business in commerce or in the production of goods for commerce. 
As I made clear at the time, these suggestions were advanced in view of your 
study of the entire problem of coverage and in order that you might study these 
areas in connection with the total problem, rather than in isolation as areas to 
which your consideration should be exclusively directed. 

You have before you for consideration two measures, S. 662 and S. 770, 
which are of an all-inclusive nature and would extend the act’s general coverage 
to practically all employees that it is possible to cover within the constitutional 
power of the Federal Government under the commerce clause. These bills 
would cover all retailing except in establishments having a limited dollar 
volume of business, would apply the act’s provisions to all agricultural workers 
except on the smaller farms, and would remove or restrict practically all of the 
present exemptions. This Department has analyzed these measures and sub- 
mitted to you its factual reports on them. In your consideration of these 
coverage proposals, as well as the increase in the minimum wage proposed in 
these bills, you will undoubtedly want to obtain directly from the industries 
affected and from the supporters of these measures the detailed information 
and data which they are best prepared to supply. 

In the hope that it may help your subcommittee, however, in making its 
decision upon the question of expanding the act’s coverage to more workers, | 
am transmitting to you the data that we have which might aid you in your 
consideration. Briefly, this material includes information about the extent of 
present minimum wage protection under the act, a brief summary of the mini- 
mum wage exemptions, and information on the status under the act of the 
eontract construction industry, wholesale trade, multistate enterprises, retail 
trade, seamen, small logging operations, the fisheries and fisheries products indus- 
tries, and the nonagricultural handling and processing of farm products. 

I would like to point out again, as I said in my testimony, that we should all 
recognize that the Federal Government should not regulate those enterprises 


oy lb ae and eee all's, geet eB SMR 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1481 


which are essentially local in character and are largely outside the stream of 
interstate commerce. This field belongs to the States for regulation and should 
be left to them. 
Sincerely yours, 
James P. MITCHELL, 
Secretary of Labor. 

Senator Dovetas. Also, I want to read another passage from the 
testimony of the Secretary of Labor when he originally appeared on 
April 14, which is, I think, even more conclusive as to his stand than 
the passage which I have read. 

At the conclusion of his testimony, I asked him the following ques- 
tion, Which is drawn from the record of April 14: 

I would like to begin, Mr. Secretary, by asking this question: We know that 
the President has recommended a 90-cent minimum wage. Does this recommenda- 
tion of yours for the 90-cent minimum wage carry with it the endorsement of the 
administration, or is it simply your recommendation? 

Secretary MitcHELL. What I am stating here in entirety is the administra- 
tion’s proposal, The entire stafément is the administration's proposal. 

Senator Dovetas. They are recommending the expanded coverage, then? 

Secretary MITCHELL. That is right. 

So it is perfectly clear that Secretary Mitchell was speaking for the 
administration when he recommended expanded coverage. That was 
not a suggestion to Congress to study; that was a recommendation 
from the administration. 

I think that this attempt, now, to say that he was merely making a 
suggestion which we could accept or reject, as we saw fit, does not 
conform with the statement he made to us. 

(The colloquy quoted by Senator Douglas appears on page 48, Part 
| of the hearings.) 

Mr. Jones. We would appreciate, Mr. Chairman, as much time as 
the committee can give us to prepare our observation on that very 
voluminous set of statistics. 

Senator Doueias. Do you have a copy of this report now or not? 

Mr. Jonrs. Yes, we do. 

Senator Doveias. You have a copy of it ? 

Mr. Jones. Yes. 

Senator Doueias. Would a week be sufficient time ? 

Mr. Jonrs. There is a great deal of material here and a great deal 
of cross-checking to do, and for us to make a competent critique of the 
information in this document in so short a time as a week would be 
very difficult, Senator. 

Senator Doveias. You realize we are operating under pressure of 
time, too. 

Mr. Jones. I realize that. 

Senator Dovueias. Could you do it in 10 days? 

Mr. Rurvus Poors. I would like to comment on this. 

Having come from the Department of Labor and knowing the fig- 
res that they have access to that we don’t have access to, I was a little 
appalled at some of the statements that are made in here that are com- 
pletely unsupported by statistics. 

Now, it will be necessary for us to go into this thing thoroughly or 
not at all. I mean, if we are going to produce anything that is going 
to be of benefit and informative to the committee, I would doubt that 
this job can be done within the time you have suggested. We shall 
submit our comments and criticisms as soon as we can for such dispo- 





1482 AMEND FAIR LABOR STANDARDS ACT OF 1938 


sition as the committee wishes to make of them, but we would like to 
have the record remain open until we can do this. 

We will do it just as rapidly as we can. 

Senator Doveras. It would help us very much if you could do this 
in 10 days; granted that you can’t do a perfect job, it would help us 
very much, indeed. 

Mr. Pooie. We will try to do it in that time. 

Senator Dovueias. We are axious to get the hearing to press and 
begin to prepare our recommendations. We are also very anxious that 
you should have a chance to state your reasoning and your criticisms. 
Any statement that you submit will be printed in the record, provided 
it comes in time. 

If it comes late, we may have to include it in an appendix which we 
are planning to bring out, but we prefer to print it in the main part 
of the hearings. If it comes too late, of course, it cannot be printed 
at all. 

Mr. Pootr. We appreciate that fact, and we will try to do it as 

rapidly as possible. 

Mr. Jones. We will do the best we can. 

Senator Doveias. Thank you very much. 

The next witness is Dr. Upgren. We are very glad to have you with 
us. 


STATEMENT OF DR. ARTHUR UPGREN, DEAN AND DIRECTOR OF 
RESEARCH, THE AMOS TUCK SCHOOL OF BUSINESS ADMINISTRA- 
TION 


Dr. Urcren. Mr. Chairman, as a new witness, [am Arthur Upgren, 
dean and director of research of the Amos Tuck School of Business 
Administration, formerly, for many years, professor of economics 
and finance at the University of Minnesota, and at one time vice pres- 
ident and economist of the Federal Reserve Bank at Minne sapolis, 
later associate editorial editor and economic consultant to the Minne- 
apolis Star and Tribune. 

I am not a specialist in labor economics, but rather, in general busi- 
ness conditions, with special reference to the processes and conse- 
quences of capital formation as that phenomenon affects the general 
welfare and more specifically the levels of wages and workers’ incomes 
and standards of living. 

Today, however, I speak entirely for myself. I speak as an econo- 
mist and ¢ itizen, as well, who is disturbed, as a citizen, at what I like 
to call “$1.25 as the price to keep peanuts a basic commodity in the 
United States.” I have come here at my own expense, though that is 
moderate as the courtesy of the chairman of this subcommittee in 
setting this day to appear allowed me to “work my way” as far as 
Atlantic City, where I spoke yesterday. 

Senator Dovenas. May I say, Dr. Upgren, we are very glad, indeed, 
to have you. This is a public service that you are performing in 
coming here. 

Dr. Uperen. I am making this statement primarily to say that I am 
giving my own personal views and representing no one else. 

Senator Doueias. Yes. 

Dr. Ureren. I would like briefly to say that I support President 
Eisenhower’s proposal of 90 cents an hour as the new level for mini- 
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mum wage rates in the United States, superseding the former 75-cent 
minimum. 

I support that level for the economic reasons set forth by the Presi- 
dent in his Annual Economic Report of January 1955, well known 
to the members of this committee. I support that minimum both 
because it represents “the conscience of the community,” and for 
the reason that any higher level will contribute to an enlargement 
of the very unemployment which the trade union leaders who support 
(his bill decry as vehemently as they support the bill. 

They should know that higher wages and the improved standard 
of living the world has sec ‘ured in the modern industrial era has been 
secured through the efforts of an educated, not legislated, labor supply, 
and heavily through the increased capital—tools, machines, better 
factories, and more hor sepower placed at the disposal of the working 
man. 

This is capital. A specimen of it was reported in the daily press 

vesterday wherein was reported a new machine called an 8-tons-a- 

minute coaldigger had been developed. It is such machines, not 

legislation or union activity, which produces the giant share of all 
eal wage increases flowing to labor. 

Prior to 35 years ago, T could speak only from history, but since 
1920, I have tried to ‘observe labor at intervals in steel mills of all 
kinds. The sweat, effort, and energy required of workers has been 
greatly reduced through the use of “modern mac ‘thinery. That is all 
to the good. 

In the past 25 years, by far the lion’s share of the reward in incomes 
with which to buy America’s total production has flowed to labor. 
Since 1929, I believe the total income of those who work as workers 
and salaried employees has increased by more than $150 billion, 
whereas the total of “propertied income” in the form of rental income, 
interest, and dividents, has increased by only $11 billion. 

If, for the period from 1929 to 1954, we compare total income of 
the working classes, we find the increase has been $180 billion. This 
includes all. compensation of employees, the income of unincorporated 
businesses and professional workers’ incomes, and farm incomes. 

“Propertied incomes” consisting of rent, interest, dividends, and 
the retained—but undistributed earnings of all corporations increased 
by only $17.3 billion. 

Thus, over 90 percent of all income gains have flowed to workers. 
The income flowing to the propertied groups is, in part, saved by the 
corporation ; that is $9 billion, and in considerable share saved by these 
income receivers personally, and their tax bill is, indeed, high. 

Education and training of workers to greater skills, the abilities 
of management to manage, and the use of huge amounts of manage- 
ment-directed capital, over $160 billion since 1945, and not the passage 
of mimimum-wage legislation accounts for this remarkable progress. 

Today, all of our 16,265,000 workers in manufacturing earn an 
average weekly wage of $75.30—M: and I believe generally 
exclusive of fringe benefits The ‘rakes of work were 40.7. The 
average hourly rate was $1.85. This av erage hourly rate is more than 
twice the new minimum proposed by the President and it is 50 percent 
above the highest minimum wage proposed. 

Clearly, then, what is being proposed i in the $1.25 an hour minimum 
proposed must, in part, represent a wish of the higher wage groups 
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to help out the lower wage groups. This must be the case because 
the gain in the minimum wage is wholly irrelevant for the major share 
of workers. 

They have defended themselves in their own jobs. Else they could 
invite the low-wage workers into it. Their industries have fortunately 
been able to add capital, to train workers, and to introduce higher 
methods of managerial abilities. Thus, they win the high wages and 
naturally want to assist groups receiving low wages by passing their 
minimum-wage proposals. 

Minimum-wage laws, with one exception I shall discuss, have never 
produced a higher rate of pay. Labor training, management abilities, 
and capital are the basic ingredients to higher productivity and thus, 
toa higher real wage. This legislation, as proposed and widely urged, 
miseducates the public with the one following exception : 

If an employer, as the result of the passage of a new, higher mini- 
mum wage rate, introduces more machinery into the “job-mix” of 
capital and labor, the higher minimum wage may come to be thereby 
earned. In this case, the “capital share” of the mix has been increased. 
The labor share will, in most cases, be reduced. Thus, does a minimum 
wage increase shear some workers out of their jobs. The only answer 
I perceive is that our consciences do trouble us when we see low-wage- 
rate workers and we naturally want to improve their lot. 

The high-wage earners are steadily improving their lot and this is 
a period of marked economic expansion. The Joint Committee on the 
Economic Report of the President, in a most remarkable document, in 
which, on the major aspects of their summary report, they were unani- 
mous, told us that crop restriction was not the good solution for the 
agricultural surplus problem to which they wanted more attention 
given. 

Certainly a high minimum wage is another form of “support price” 
which can create surpluses, in this case of labor, more commonly called 
unemployment. 

We are practically in a state of full employment, high national pro- 
ductivity, and high income today. 

Senator Doveias. Do you think it is really full employment when 
we have approximately 3 million unemployed according to the census, 
plus the large numbers on involuntary part time? 

Dr. Ureren. I think that is unfortunate, indeed, and I think the 
proposed $1.25 would add thereto. 

Senator Doveias. But I mean, you described the present situation 
as one of full employment. It is one of high productivity, but isn’t 
that overstretching the point to say that it is also full employment ? 

Dr. Upcren. The employment would be over 95 percent. I would 
take the standard of 95 percent as being near-full, but you are quite 
correct. , 

The farmers of the country should ask no more than that. In the 
same period of high incomes, our attention should be directed to the 
fundamental causes of underemployment and low wages. 

These are further education and training of workers, maximizing 
the use of capital and drawing workers into industries so able to do, 
advancing the quality of education of the young in areas where wages 
may be low, and the quality of education likewise low. 

If I may interject, the purpose there, of course, is to open a wider 
horizon to those young for a better job. These are proper matters of 
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Federal concern. Trying to boost wages by law has little place in a 
satisfactory picture. Too many workers have got far above any 
proposed minimum wage level to let us think wage laws got them there. 

The 90-cent rate is sufficient to attempt to hold down a resulting 
increase in unemployment. On this, President Eisenhower's economic 
report said, only last January: 

A higher minimum might well cause lower production and substantial unem- 
ployment in several industries, and—whether directly or indirectly—it would 
probably bring generally higher prices in its wake. Such effects would make the 
gains of covered workers illusory, and they would lower the standard of living 
of uncovered low-wage workers. 

Thus, the effect of a minimum wage increase of substantial propor- 
tions above the President’s recommendation can add to any hard core 
of unemployment—may I add, inside that 3 million—we may yet have, 
give us some tendency toward inflation, and reduce the real income 
of some workers. All of these outcomes are bad. 

When this kind of economic philosophy depends upon a dea! of 
continuing high support prices for farm commodities in a period of 
maximum high employment and incomes, and a deal for a $1.25 
minimum wage rate also by law, and when peanuts are messily thrown 
into the economic machinery by political action, I hope as a citizen I 
may protest such political tactics as well as say as an economist that 
it is bad economics. 

Senator Doveras. Thank you very much. I take it that, like Dr. 
Schmidt, you do not approve of minimum wage laws. 

Dr. Ureren. I don’t think that would reflect my view accurately. 

Senator Doveias. What I was puzzled about was that your argu- 
ment seemed to be against all minimum laws, but you seem to uphold a 
90-cent minimum. 

Dr. Uperen. I would like to explain that. I think moderate in- 
creases in the minimum wage put the proper pressure on the em- 
ployers to increase the capital mix, improve managerial skills. It is 
the carrot-and-stick philosophy, and a little use of it may be prudent. 

Senator Doveias. Would you object to a $1 minimum wage? 

Dr. Ureren. I think I would. 

Senator Doveras. You think that would—well, if 90 cents put pres- 
sure, why wouldn’t $1 put more pressure ? 

Dr. Uperen. I take it the Congress could see what happened in 2 
years and act wisely again. 

Senator Dovuerias. Thank you very much. 

The next witness is Mr. Merwyn G. Bridenstine, of the University 
of Arkansas. 

We are very glad to have you here. 


STATEMENT OF MERWYN G. BRIDENSTINE, PROFESSOR OF BUSI- 
NESS ADMINISTRATION AND ASSOCIATE DIRECTOR OF BUREAU 
OF BUSINESS AND GOVERNMENT RESEARCH, UNIVERSITY OF 
ARKANSAS 


Mr. Briwenstine. My name is Merwyn G. Bridenstine. I am pro- 
fessor of business administration, and associate director of the bureau 
of business and Government research at the University of Arkansas, 
located in Fayetteville, Ark. I have been invited to appear before 
your committee as an economist and a public representative. 
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May I begin my statement with a brief review of some of the eco- 
nomic conditions in Arkansas. To a considerable extent, the situa- 
tion in Arkansas is typical of the situation throughout the South and 
other areas of the United States which have not yet experienced a high 
degree of industrial development. 

Perhaps our most outstanding economic defect is our low incomes. 
In 1953, the per capita income in Arkansas was estimated by the De- 
partment of Commerce to be $939. This was next to the lowest figure 
in the Nation, and far below the national average of $1,709. More- 
over, not one State among the States classified as Southeast or South- 
west had a per capita income as high as the national average in 
1953. 

The statistics on family incomes are even more alarming. The 
census figures covering the year 1949 show that 88,250 families in 
Arkansas received incomes of sail than $500. This is 19.1 percent of 
the families. For the United States as a whole, only 5.9 percent of 
the families received incomes of less than $500 in 1949. 

Low incomes in Arkansas and in the South and Southwest con- 
tribute to many unfavorable economic and social conditions. Only a 
few are listed here. Among many families, the standards of living are 
quite low. This means improper diets, unsatisfactory sanitary facili- 
ties, below-standard housing, and inadequate medical and dental 
care. 

These conditions are particularly acute in the rural areas and 
mmong the colored people. Moreover, low incomes lead to below- 
standard educational facilities, low-paid teachers, inadequate high- 
ways, and limited State and local government services. 

A significant social change which can probably be traced directly 
to the income situation is the migration of population. It is esti- 
mated that between 1940 and 1950, over half a million people moved 
from Arkansas to other States, particularly to Northern and Western 
States. 

This estimate is obtained by adding the net increase for the decade 
to the 1940 population and subtracting the 1950 population. The 
number of people actually living in Ar kansas decreased from 1,949,387 
in 1940 to 1,909,511 in 1950. This is a 2-percent decline for the 
decade. 

Senator Dovuetas. Is this migration continuing, or has it slowed 
down ? 

Mr. Bripenstine: We have made estimates in our bureau and we 
believe that the migration is continuing to a certain extent; yes, sir. 

Senator Doveias. At a slower pace? 

Mr. Bripenstine. We believe at a slower pace. 

Senator Doveras. I see. Thank you. 

Mr. Brwenstine. Two other States in the South and Southwest 
also lest population between 1940 and 1950. They were Mississippi 
and Oklehoma. In none of the Southern and Southwestern States 


except Virginia, Florida, and Texas, did the percent increase in 
population between 1940 and 1950 equal the national average of 14.5 
percent. 

In seeking an explanation for low incomes in the South and South- 
west, attention is turned to the source of income payments. The 
Department of Commerce reports that for 1953, 19.5 percent of the 
income payments in Arkansas were derived from agriculture. For 
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the United States as a whole, only 5.3 percent of the income payments 
were from agriculture. 

By contrast, 12.7 percent of income payments in Arkansas were 
from manufacturing payrolls, while for the United States as a whole, 
the percentage was 25.7 percent. With the exception of North 
Carolina, the situation was the same throughout all the South and 
Southwestern States. Generally speaking, then, the South and South 
west are more dependent upon agriculture income and less dependent 
upon manufacturing income than is the United States as a whole. 

The large proportion of agricultural income in the total income 
flow has magnified the economic difficulties of the South and South- 
west in recent years. Greatly improved agricultural methods and a 
rapid shift toward farm mechanization have led to increased outputs 
in fewer farm laborers. This is quite evident, for example, in cotton 
farming, where tractors, mechanical choppers, chemical weed killers, 
and mechanical pickers have displaced mules, one-man cultivators, 
and human pickers to a great extent. 

It follows that throughout the agricultural areas, there are great 
pools of unemployed or only partially employed pleople. Here is one 
of the greatest potential resources of the South. Unless these dis- 
placed farmworkers find employment in industry, trade, or government 
service at home, they become migrants and start moving in search of 
employment opportunities elsewhere. 

The value added by manufacturing is an important component of 
the final value of most manufactured products. For example, the 
cotton fiber in an ordinary shirt will sell for only a few cents on the 
farm. But when spun, woven, and manuf: wctured into a shirt, it will 
sell for much more, perhaps as much as $3 to $5. 

Now, if the fiber 1s moved to a distant area for processing, the area 
where the cotton is grown receives only a small portion of the final 

value of the finished product. To aconsiderable extent, that is exactly 
what has happened to the products produced in the South and South- 
west in years gone by. 

The cotton, the timber, (he petroleum, and many other products of 
the South have been carried away to other areas for processing. Thus, 
the producing areas have received but a small portion of ‘the final 
value of the finished product. 

If incomes are to increase, if potential workers are to be effectively 
employed, and if a larger proportion of the final value of finished 
goods is to remain in the avea where the raw materials are produced, 
then the South must greatly increase its degree of industrialization. 

In view of the proposition that the solution of many of the South’s 
economic problems depends upon widespread industrialization, we 
come to the question at issue. How will a further increase in the 
minimum wage affect the industrial development of the South ? 

It ismy feeling that raising the minimum wage will not promote our 
industrial development. Indeed, such action may tend to hinder 
industrialization and thus delay or prevent the improvements in 
incomes which are needed so badly. 

The question may be asked why an increase in the minimum wage 
would not lead to the accomplishment of the very thing we want— 
namely, higher incomes? 

Several points need to be considered. First, a certain amount of 
industrial growth in the South will result from outside firms moving 
in to establish branch plants or warehouses. Business organizations 
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will locate where conditions, including labor costs, are most favorable. 

Unless there is some advantage in locating a new plant elsewhere, 
an existing firm will tend to expand where it is, rather than to seek a 
new location. Favorable wage rates will sometimes be sufficient to 
tip the balance in favor of the new areas. 

It might ‘appear that this argument puts the financial burden of 
industrial development upon labor. On the contrary, labor in the 
South may benefit greatly by industrial development even though wage 

rates may be lower than elsewhere. As stated prev iously, many 
laborers in the South are now underemployed or ineffectively employed 
because of lack of sufficient numbers of jobs to keep them busy. 

This supply-demand relationship makes for lower wage lev els. But 
raising wages by Government edict will not remedy suc ch a condition. 
indeed, it is likely to make it worse by forcing some employers out of 
business and reducing employment, thus further upsetting the balance 
between supply and demand for labor. 

Moreover, experience has shown that yearly earnings for southern 
laborers are much lar ger when they are employed full time in factories 
than when working irregularly in agriculture or in the forests. This 
is true even though wage rates may be somewhat lower than in the 
older industrial areas. “Again, what is considered to be an adequate 
wage schale is influenced in part by costs of living. 

True, an automobile or an electric washer will cost just about as 
much in the South or Southwest as elsewhere. But in some areas 
living costs are definitely lower in the South than elsewhere. The 
milder temperatures require less fuel and lighter clothing. 

Construction methods and requirements generally allow for lower 
housing costs, and the easier and less formal customs do not require one 
to run quite so fast to keep up with the neighbors. It follows, then, 
that lower wage levels do not mean that the burden of promoting 
industrial development is forced on to the wage- earning group. 

Before an outsider will decide to locate a new plant in the South, 
he must see some advantage to the move. In many instances, this 
advantage will be an adequate supply of labor at favorable wage rates. 

The second impetus to industrial development comes from within. 
There are many well-established and prosperous manufacturing firms 
in the South and Southwest which were started in the area itself by 
people of the area. There must be many more such firms if the South 
is to achieve its full industrial potential. 

But a new firm in a nonindustrialized area faces many problems. 
It cannot go out on the market and hire a trained and skilled work 
force. It muslt develop its own skilled laborers. It may take weeks 
or even years to bring the workers up to the level of proficiency of 
workers in the old-established areas. Then, there are the problems 
of developing markets and securing sources of material. During this 
developmental period, the new industrialist is in a vulnerable position. 

He must practice every possible economy or he will fail. If he is 
forced to pay wage rates equal to those prevailing in the older indus- 
trial areas where the workers have achieved a higher level of pro- 
ficiency, he may find that he can’t go on. To force the same wage 
pattern on both old and new industrial areas is to penalize the new 
area. 

At this point, the question may be raised as to the effect of minimum- 
wage laws upon industrial employment. During June and July of 
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1954, our Bureau supervised a study on the Effects of Federal Labor 
Laws Upon the Fodosteial Development of Arkansas; 199 employ- 
ers in Arkansas were interviewed, either in person or by questionnaire. 
Several questions were asked on the effects of minimum wages. Three 

of the questions and answers are as follows: 
1. In your opinion, what effect would an increase in the statutory 
minimum hourly wage have on employment in your organization ‘ 


Answers: 
Decreased employment : eal oe) 455 


Increased employment _ fake gubs ‘ i 
Prevention of planned future expansion_ baht Saddidl pee aS sia 12 
No effect ae ine aarti tli 101 


. In your opinion what effect would an increase in the statutory 
minimum w age have on industrial development in Arkansas ? 
Answers: 

Encourage development____--~_- u : Lome eee 18 
Retard development_ iva Bs See 142 
No effect = i iediapnahaeaatike see 34 

Senator DovueLas. You are not surprised at these answers, are you ‘ 

Mr. Bripenstine. No, sir. 

Senator Doveras. Isn’t it generally true that wage earners would 

say that increases in wages have a very beneficial effect and employers 
would say that increases in wages would have an adverse effect / 

Mr. Brwenstine. I expect that both of them would be biased 
those directions. 

3. If, in your opinion, an increase in the minimum wage would hin- 
der industrial development in Arkansas, what industries do you think 
would be most seriously hampered ? 

Answers : 


Lumber and wood products. 108 Leather products 


Food and drink products___ 78 Chemicals acend 


Apparel Petroleum products__- 
Furniture j Construction 
Paper products 2 Steel products______- 

NoTe.—Some respondents listed more than 1 industry. 

Thus, the total will add up to more than 199. 

The above answers indicate that a significant proportion of Arkan- 
sas employers believe that minimum-wage laws have had some detri- 
mental effect upon industrial development and employment. 

An even larger proportion fear that a further increase would be even 
more damaging. Furthermore, it should be noted that the areas 
where the minimum-wage laws are believed to be most injurious are 
in the smaller, locally owned industries where the competition is keen 
and the operators have little advantage over those in other localities. 
These include lumber, food processing, apparel, and furniture. 

Finally, to the Nation as a whole, it is quite important that the 
South and Southwest not be blocked in their industrial development 
programs. The Federal Government pours large sums of money into 
these States. This is necessitated in part because of the great needs 
for education, roadbuilding, and oublic welfare. Low levels of in- 
come prevent the underdeveloped States from becoming self-support- 
ing in these matters. To the extent that minimum wages retard 
industrial development in the South, to that extent, the South is kept 
from becoming self-supporting and an additional tax load is placed 
upon the areas more advanced industrially. 
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In conclusion, I should like to emphasize that as an economist, I 
am concerned with an effective utilization of resources in order that 
the maximum of human wants be satisfied. Due to lack of industriali- 
zation, there are many resources in the South, including labor, which 
are not effectively utilized. 

To make proper use of these resources, it is necessary to build more 
factories in which people can be employed more productively. 
Strengthening the South strengthens the Nation as a whole. With 
more industrialization, the people of the South will add more to the 
Nation’s output, enjoy higher living standards for themselves, and 
be even more loyal to the American system. 

An increase in the minimum wage at this time is much more likely 
to retard industrial development in Arkansas and other other 
underdeveloped areas to promote development. Indeed, such 
an increase, by eliminating a slight wage advantage now ex- 
isting in the South, is likely to be a roadblock to the progress of the 
South and a burden to the Nation. 

For southern labor, an increase in the minimum-wage law may be 
disastrous. The roadblock to industrialization will mean that many 
of the workers released from farmwork cannot find regular employ- 
ment in factories and processing plants. 

Unless they migrate, the only alternative will be to work inter- 
mittently and at low pay in joe. not covered by the law or to eke out 
a subsistence on poor and hilly land. The presence of a substantial 
number of such low-income people in any State or community will 
keep living standards low, increase the need for outside help and per- 
petuate the undesirable conditions which have characterized many 
areas in the South for generations. 

Senator Dovueias. Thank you very much. We appreciate your 
coming here. 

Mr. Bripenstine. Thank you. 

Senator Doveras. That is all the testimony for this morning. The 
Department of Labor will appear tomorrow. The witnesses tomor- 
row will be Mr. Rothman, the Solicitor of the Department and Acting 
Administrator of the Fair Labor Standards Act, and Mrs. Wickens, 
Acting Commissioner of Labor Statistics. 

I must say that I am left puzzled by the letter of the Secretary of 
Labor, and I would like to address an inquiry to the Secretary of 
Labor. Is it now understood that the Secretary of Labor is with- 
drawing the recommendation for coverage of chain stores, chain hotels 
doing interstate business, and so forth ? 

I invite the attention of those present to my questioning of Secretary 
Mitchell who said the entire statement is the administration’s proposal. 

Senator DouGLas. They are recommending the expanded coverage, then? 

Secretary MITCHELL. That is right. 

Now, Secretary Mitchell says that is merely a suggestion addressed 
to the committee, implying that it is not a recommendation. I would 
like to have Mr. Rothman be willing to address himself to the ques- 
tion as to whether the Department of Labor is or is not recommending 
an extension to chain stores and chain hotels having interstate out- 
lets, and so forth. 

(The above colloquy quoted by Senator Douglas appears on page 48, 
Part 1 of the hearings.) 

(Whereupon, at 11 a. m., the subcommittee adjourned, to reconvene 
at 10 a. m., Wednesday, May 18, 1955.) 
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WEDNESDAY, MAY 18, 1955 


Unrrep STATES SENATE, 
CoMMITTEE ON LaBor AND PusLic WELFARE, 
SUBCOMMITTEE ON Lapor, 
Washington, D.C. 


The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room P-63, United States Capitol, Senator Paul H. Douglas (chair 
man), presiding. 

Present : Sentors Douglas, Smith of New Jersey, and Allott. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe and Michael J. Bernstein, 
professional staff members, and Dr. Fred H. Blum, consultant. 

Senator Douc.ias. The subcommittee will come to order. 

I would like to read a telegram which we have received from Arch- 
bishop Lucey of San Antonio, whom we invited to testify on the ques- 
tion of migratory workers in agriculture. I will read the telegram 
so that it will be in the record at this point. 

The telegram is as follows: 

Migratory workers in American agriculture are defenseless against the greed 
and injustice of dishonest employers. On the one hand, the powerful organiza- 
tions of growers and farm groups, on the other hand, unorganized and in- 
articulate working men and women who wander across our country seeking 
employment by which to live. Some employers of migratory labor are honest. 
Others are barbarians. Minimum-wage legislation would tend to equalize pro- 
duction costs and compel criminal employers to act like civilized human beings. 
These exploiters of honest working people seem not to be influenced by God's 
commandments, but Federal justice and the shadow of retribution will com- 
mand their respect. I speak for hundreds of thousands of American citizens, 
men, women, and children, who have no voice in their employment, and whose 
wretched condition is a disgrace to our Nation. Only Congress can help them. 

Rosert E. Lucey. 

San AnTONIO, TEx. 

Now, Mr. Rothman, we are very happy to welcome you and your 
colleagues here, and I understand that you are to introduce the various 
members of your Department. 

But before we proceed to that I should like to clear up the question 
as to the attitude of the Department of Labor on the coverage of the 
law, and I will begin by quoting the testimony of Secretary Mitchell 
when he appeared before us on Thursday, April 14. I read from the 
transcript: 


In these areas a broadening of minimum-wage coverage under the act would 
retain in principle the present definition of commerce under the act because 
these areas will be immediately recognized as so much dependent upon inter- 
State commerce as to be from anyone’s viewpoint a basic and integral part of 
commerce or the production of goods for commerce. The areas to which I refer 
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are multi-State enterprises, which have grown vastly in past years, and other 
businesses which engage to a major extent in commerce or in the production 
of goods for commerce. The close and direct relationship of these enterprises 
to the interstate activities with which the act is concerned seems very clear. 

No sound reason appears why the act should not apply throughout these 
businesses which are controlled on an interstate basis. The claim may rightly 
be made that industries of such interstate character are already covered under 
the present language of the act. However, coverage of these industries is spotty 
due to the fact that it is on an individual employee basis rather than on an 
enterprise basis. 

Many employees in need of a minimum wage who do not now have it work 
in units of the vast interstate department stores, variety stores, and grocery 
chains, nationwide motion picture theater chains, interstate hotel systems, and 
loan companies. 


(The above quotation is from Secretary Mitchell’s testimony on 
page 43, Part 1 of the hearings.) 

Senator Doveras. I asked about the American Telephone & Tele- 
graph Co. Secretary Mitchell said they were now covered, and that 
that was true of Western Union. Secretary Mitchell continued : 


I am making these two specific recommendations that the committee might 
especially consider. 

Also, in accordance with President Eisenhower's statement that we consider 
how many additional people might be covered as well as these. The committee 
might well look at those special areas that were especially exempted in the 
1949 act to see whether or not it wishes to reconsider those. 

Senator DouGias. But in the main it is the chains, interstate chains. 

Secretary MITcHELL. I am making specific reference here to interstate chains. 

Senator DouGLas. That would be A. & P., Safeway? 

Secretary MITCHELL. Yes, variety stores, food chains. 

Senator DovuGLas. What about units such as Rexall? 

Secretary MITCHELL. I don’t know what the organizational makeup of Rexall 

I don’t know whether they are individually owned. 

Senator DovuGLAs. What about gasoline stations? 

Secretary MITCHELL. There, again, I don't know whether these are multistate 
operations. 

Senator Douecias. The test is ownership, then? 

Secretary MIrcHELL. I would think so. 

Senator Doueias. Not common management? 

Secretary MITcHeELL. The test should be ownership and control. 

Senator Doueias. Of course you may have ownership diffused and control 
centralized. What are you going to do then? 

Secretary MIrcHetyi. Well, I think that is something the committee might 
want to study. These multistate enterprises are basically not local or intrastate 
in most important characteristics, including ownership, control, financing, man- 
agement, and personnel policy. Side by side with the many neighborhood or 
“friendly corner merchant” enterprises, and in strong contrast to them, are 
a relatively few firms operating the interstate chains. These few, by virtue 
of their size, have an importance and significance far out of proportion to their 
numbers. 

The retail chains provide a good illustration of the point that I should like 
to make. Of the 1.4 million retail firms in the United States, only 31,000, or 
slightly more than 2 percent, are multistate enterprises. Yet these interstate 
chains employ 34 percent of the industry’s employees. 

Senator Dovue6.as. Isn’t it probably true that they do more than 34 percent 
of the business? 

Secretary MITcHELL. I don’t know, sir. 

Senator Doucias. You would normally think that sales per employee would 
be greater in the chains which are larger stores than in the corner grocery or 
corner drugstore? 

Secretary MIrcHELL. That may be. 

An establishment owned or directly controlled by an interstate chain is a unit 
of an enterprise whose operations are in the stream of interstate commerce and 
whose labor standards directly affect interstate standards. The huge size and 
increasingly diversified operations of these enterprises are in a large measure 
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dependent upon the rapid and progressive strides made by this Nation in the 
fields of interstate communication and transportation. They are obviously 
engaged in commerce affecting more States than one. Such commerce, under 
the Constitution, is appropriate for regulation by the Federal Government. 

The Federal Government should not regulate those enterprises which are 
essentially local in character; this field should be left to the States. The small 
neighborhood grocery, barbershops, drugstores, and the small country store, and 
other small enterprises, are not properly subject to Federal legislation. They 
are traditionally within State jurisdiction because they are largely outside the 
stream of interstate competition. 

In order to expand coverage to interstate enterprises, it would be necessary 
to include specifically in the general coverage any employee employed by a busi- 
ness, establishment, or enterprise which is part of an interstate enterprise oper- 
ating business establishments in different States. By “interstate enterprise,” I 
mean any enterprise in which business establishments under common ownership 
or financial control are operated in more than one State. If employees of multi- 
state enterprises are to be given the protection of the minimum wage, it would 
also be necessary to remove outlets of interstate chains from the complete mini- 
mum wage exemption in the act for retail and service establishments. This would 
give effective minimum wage coverage for the first time to an estimated 2.1 
million employees. Of these, about 1.7 million are employed in units of inter- 
state chain store enterprises, and an estimated 196,000 of the others are in hotel, 
motion picture, and other interstate service chains. 

These changes would leave unaffected the many retail and service establish- 
ments that are primarily local in character. Even the largest local establish- 
ments operating within a State would remain under the exemption which now 
applies to them. Nor would coverage be extended to an individually owned and 
controlled establishment merely because it is operating under a franchise from 
a national enterprise or enters into a voluntary arrangement with other inde- 
pendent establishments to purchase or advertise on a group basis. 

Further, even in the case of multistate retail or service enterprises being 
newly covered, there would be no requirement that they comply with the over- 
time provisions of the act. 

Senator Doveras. Mr. Secretary, I can see that the problem of drafting any 
such regulation as that which you are now making would be very difficult, and 
I wonder if your Department, the Solicitor, would submit technical language to 
cover your statement? 

Secretary MitcHELL. We would be happy to, sir. 

Senator DovetAs. Thank you. 

Secretary MircHeLL. The other area the subcommittee may wish to consider 
involves those enterprises that do most of their business in interstate commerce 
but have some employees who are not subject to the act. 


(The preceding colloquy appears originally on pages 44-46, Part 1 
of the hearings.) arty. 
Then I continued the questioning as follows: 


I would like to begin, Mr. Secretary, by asking this question: We know that 
the President has recommended a 90-cent minimum wege. Does this recommen- 
dation of yours for the 90-cent minimum wage carry with it the enforcement 
of the administration, or is it simply your recommendation? 

Secretary MircHe.ti. What I am stating here in entirety is the administra- 
tion’s proposal. The entire statement is the administration’s proposal. 

Senator Dovue.ias. They are recommending the expanded coverage, then? 

Secretary M1iTcHELL. That is right. 


I think the evidence is clear, and certainly there is a common under- 
standing of everyone that the Secretary recommended extended cover- 
age of interstate enterprises of a retail, entertainment, and service 
character. 

Now, on May 13, I received a letter from the Secretary, and in the 
third paragraph we have the following statement 

Senator Smirn. Mr. Chairman, I suggest that whole letter be put in, 
and then if you want to emphasize the third paragraph 


Senator Doveras. We have placed it in the record. I did put it 
in the record. 
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The third paragraph reads as follows: 


At the time of my testimony before your subcommittee I suggested two areas 
to which in your overall study of bringing into the protection of the act more 
workers you might wish to give your special consideration. These were the 
multi-State enterprises, and those enterprises that do the greater part of their 
business in commerce or in the production of goods for commerce. As I made 
clear at the time, these suggestions were advanced in view of your study of the 
entire problem of coverage, and in order that you might study these areas in 
connection with the total problem rather than isolationist areas to which your 
consideration should be exclusively directed. 

(The letter in its entirety appears on pp. 1480-81.) 

Now, the question I want to ask is this: What is the present position 
of the Department of Labor? Does it recommend extended coverage 
to chain stores, chain hotels, chain theaters, or not ? 


FURTHER STATEMENT OF STUART ROTHMAN, SOLICITOR OF THE 
DEPARTMENT OF LABOR 


Mr. Roruman. Senator Douglas, Senator Smith, and Senator Al- 
lott, I am pleased to return to testify before this subcommittee on 
expanding the minimum wage and increasing the amount of the mini- 
mum wage. 

I would like to call to the attention of Senator Douglas that he 
started to read from the Secretary’s testimony at the middle of the 
page. If the Senator will allow me, I would like to read all of the 
paragraph. 

That paragraph reads as follows: 

I have mentioned that there are now large groups of employees who are not 
protected by a minimum wage even though they could be covered by the act. 
Some of these groups have never been covered and some are specifically exempted. 
President Eisenhower has said in his Economic Report that it would be well 
for the Congress to consider the question of bringing substantial numbers of 
workers now excluded from the protection of a minimum wage, under its 
coverage. The Department will be glad to supply any information or materials 
of value to the subcommittee which it may wish for such a study. 

There are two areas of possible expanded coverage that I would like to talk 
further about because they seem to be areas to which you may wish to give your 
particular attention and special consideration. 

(The paragraph above originally appears on page 438, Part 1 of 
the hearings. ) 

The testimony then goes on as Senator Douglas has read. 

I would also like to call the attention of the subcommittee to a state- 
ment of the Secretarly in reply to a question of Senator Smith. Sen- 
ator Smith asked: 

And you are not advocating or even suggesting any other areas of expansion? 

Secretary MITCHELL. I assume that the committee and the Congress will exam- 


ine all areas of possible expansion. These particular two we suggest serious 
consideration of. 


(The above colloquy appears on pave 59, Part 1 of the hearings. ) 

I think that it is clear trom the testimony what Secretary Mitchell 
said to this subcommittee. He said he thought Congress ought to 
study the expansion of coverage, and he suggested—and you can 
put it in the terms of a recommendation, that Congress consider in 
their total consideration of the expansion of coverage two areas, 
the area of multi-State enterprises, and the area where the establish- 
ment does most of its business in interstate commerce the majority 
of employers or employees are already covered. 
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He said it is a matter for Congress to determine the total degree 
of expansion that it wants, and his comments were a suggestion that 
it consider these areas. 

I would also like to call the attention of the committee specifi- 
cally to what the Secretary has said in his comments on Senate bill 
662 and Senate bill 770, transmitted to the chairman of the committee 
under date of May 9. He said the following—— 

Senator SmirH. Would you tell us just briefly who introduced those 
bills ¢ 

Mr. RorHMan. Senate bill 662 was introduced by Senator Lehman, 
and Senate bill 770 by Senator Murray. 

Senator Smirn. Those were the ones that had the broader coverage ? 

Mr. Roreman. They included coverage using the formula, among 
other things, of “affecting commerce,” and recommended a minimum 
wage of $1.25 plus in t)e case of the Murray bill some escalation. 

Secretary Mitchell said this: 


1 am strongly in favor of the general objective of bringing many additional 
workers under the minimum wage. As I made clear in my testimony of April 
14, 1955, before the Subcommittee on Labor, this administration favors a re- 
versal of the process of providing a higher minimum wage for fewer workers 
and believes that the Congress should give its consideration to proposals for 
bringing substantial numbers of workers now excluded from the protection of 
the minimum wage under its coverage. President Eisenhower has since empha- 
sized this at his press conference on April 27, 1955. To further this objec- 
tive in my testimony before the subcommittee I recommended that considera- 
tion be given to the extension of minimum wage protection in line with the 
purposes of the act to many more workers who are in need of it, and to groups 
of employees whoe inclusion under the minimum wage would remove existing 
inequities in the acts covered in the exemption. In this particular area I men- 
tioned two particular areas of coverage extension in which minimum wage pro- 
tection could be made effective for the first time for more than 2 million work- 
ers in enterprises vitally connected with the commerce which the present law 
is intended to cover. I suggested that the Congress might wish to give special 
and particular consideration to these specific areas in its examination of the 
overall problem of coverage extension. I hope that the subcommittee will give 
serious consideration to these recommendations and suggestions. 


I would also like to call the attention of the subcommittee to an- 
other paragraph that-appears in the Secretary’s letter: 

As I emphasized in my testimony before the subcommittee 
the Secretary said 

Senator SmirH. This is the letter of the 13th ? 

Mr. Roruman. The letter of May 9. The letter in which he trans- 


mitted his comments upon the Murray bill and the Lehman bill from 
which I have been quoting. I repeat 


As I emphasized in my testimony before the subcommittee, the act’s objective 
to eliminate conditions detrimental to the maintenance of the minimum standard 
of living necessary for health, efficiency, and well-being of workers, cannot be 
achieved for low-paid workers in need of minimum-wage protection by the set- 
ting of a minimum rate so high as to cause substantial curtailment of employ- 
ment among them, and the policy statement in the act so recognizes. To the 
extent that the rate is increased to a level that will substantially curtail employ- 
ment and earning power of workers now protected by the 75-cent minimum 
wage it becomes even more difficult to give minimum-wage protection to the 
low-paid workers who do not now have it and are most in need of it. Particu- 
larly in those industries where the lack of a minimum wage has permitted 
the earnings of many workers to remain below the level of the present minimum 
rate. In my view the adoption of $1.25 minimum wage would not only be a 
strong deterrant to the extension of coverage recommended by the President, 
but would increase the likelihood of further amendments to bring about con- 
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tractions of coverage in those low-wage areas where minimum-wage protection 
is most needed— 


and again he said: 


The tenor of much of the testimony before the subcommittee makes me appre- 
hensive of the danger that once again this expedient of restricting coverage in 
order to obtain » higher although less meaningful minimum wage may be utilized 
to the detriment of those whom the philosophy of the minimum wage is designed 
to protect. If the law’s objective to raise living standards is to be carried out, 
its floor under wages must apply to more rather than to fewer American workers 
and must not be set at a level so high as to require either the exemption or 
the curtailment of employment of the very workers who are most in need of 
this protection. I must caution again, therefore, that further restriction of 
coverage to achieve higher minimum wages for a few would be an avoidance, 
not a facing of the problem we have before us of increasing the minimum wage. 

I think it is abundantly clear that the position of the administra- 
tion and the Department of Labor on the request made to the subcom- 
mittee is that in its consideration of the overall problem of expanding 
the coverage of the act to bring its protections to more instead of fewer 
workers, it was suggested that the committee might wish to give its 
special and particular consideration to the two areas of multi-State 
coverage and those employers that do most of their business in 
interstate commerce. 

(The letter quoted by Mr. Rothman appears in full on page 27, 
P se 1 of the hearings. ) 

Senator Doveias. Let me see if I understand your position. Are 
you stating that the Department did not Saaideenl extension of 
coverage to chainstores, dome hotels, and so on, but merely suggested 


it as a subject for consideration ? 
Mr. Roruman. The Department recommended that the committee 


look into the entire matter of coverage. 

Senator Doveras. Did the Department recommend that the com- 
mittee include these enterprises under the scope of the act? 

Mr. Roruman. The administration and the Nanaktiohnt did recom- 
mend that the committee include in its consideration and study of 
overall coverage 

Senator Doveras. It is not a question of including it in the con- 
sideration or study. It is a question of whether it should be included 
in the act, and that is the question I want to ask in all kindness. 

Is it your contention that the Department of Labor and the admin- 
istration have never recommended the amendment of the act to include 
chainstores, chain hotels, and so on, doing an interstate business? 

Mr. Roruman. The administration and the Department recom- 
mended that the committee give its consideration and study to the 
inclusion of these two areas. 

Senator Doveras. Mr. Rothman, you are deliberately refusing to 
reply to the question. 

Is it your contention that the Department and the administration 
merely recommended that we study these two areas? 

Mr. Roruman. Yes. 

Senator Doveras. And that it did not recommend amendment of the 
act? Itmerely said this is something to consider and study ? 

Mr. Roruman. It recommended that the Congress must resolve 
these matters and study the entire thing. 

Senator Doveras. Well, of course, C longress will have to pass the 
act. But was the administration recommending that we include such 
an amendment ? 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1497 


Mr. Roruman. As I said, Senator, the record is clear that the ad 
ministration recommended that as to these two areas you consider 
and study it as part of your total study. 

Senator Doveias. And that is all ¢ 

Mr. Roruman. Yes, sir. 

Senator Dove.as. Well, I would like to call your attention to this 
passage. 

Secretary MircHELL. What I am stating here in entirety is the administration's 
proposal. The entire statement is the administration’s proposal. 

Senator Doueias. They are recommending the expanded coverage, then? 

Secretary Mircue.yi. That is right. 

(The passage referred to appears on page 48, Part 1 of the hearings. ) 

Now, 1f there can be anything plainer than that, 1 don’t know what it 
is. Here you have the Secretary of Labor stating that the administra- 
tion is recommending expanded coverage, not for study but for action. 
Now, the Secretary sends me a letter on the 13th and you come up here 
this morning and say that wasn’t a recommendation for action at all, 
it was merely a recommendation for consideration. 

In your absence I characterized that yesterday as doubletalk, and 1 
don’t believe in saying things behind people’s backs that I don’t say 
to their face. I say that is doubletalk, Mr. Rothman. 

Mr. Rornman. Not at all, Senator. 1 don’t think that is fair, and 
perhaps I can help clarify the matter now. 

The Secretary had submitted and read a written statement in which 


he said “I suggest that you give particular and special consideration 
to these two areas,” and when he concluded that statement you asked 


“They are recommending the expanded coverage ?” 

Senator Doveras. And his reply was what? What was his reply ‘ 

Mr. Roruman. “That is right.” 

Now, the administration has recommended, and as you recall, and I 
recall that you read into the record some time ago a statement of the 
President that he asked the Congress to give consideration to the total 
problem so that more workers can benefit from the protections of this 
act, and when the Secretary replied that they are recommending ex- 
panded coverage, I believe that he said that they are recommending 
expanded coverage, as he previously stated, and that you give con- 
sideration to these two particular areas when you study the total prob- 
lem of expanding coverage, and it is certainly true 

Senator Doveias. Do you have any recommendation—of course, we 
have been studying this now for over a month—do you have any recom- 
mendation for action, as to whether we should or should not include 
it? 

Mr. Rornman. That is a problem, and a matter that we believe that 
the Congress will have to determine in its overall study and we have 
furnished, as you know, the information that you have requested. 

Senator Doveras. Otherwise, you have now no recommendation on 
the question of coverage? You say we should expand coverage ? 

Mr. Rorpman. That is correct. 

Senator Doveias. In what way should we expand coverage ? 

Mr. Roruman. That is something that the Congress will have to 
give its consideration to. 

Senator Doveias. You have no suggestion ? 

Mr. Rornman. We have recommended that 
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Senator Doveras. Except to give us a pious injunction to expand 
coverage, but you didn’t mean expansion to chain stores or chain hotels 
or chain motion-picture establishments. 

Mr. Roruman. We suggested that in your overall study you may 
wish to give consideration to these two areas, and we have submitted 
factual material that will be of assistance to the Congress in arriving 
at its conclusion in expanding the coverage of the act corelative with 
increasing the minimum wage. 

Senator Doucras. Well, you are the Acting Administrator of the 
Fair Labor Standards Act, Mr. Rothman. You should know more 
about it than any policy official of the Government. Do you have any 
recommendations as to extension? We don’t have the advantage of 
your knowledge, training, and information. 

Mr. Roruman. I think on the total problem of expanding coverage, 
Senator, that the Congress will have to determine the policy, and we 
will be glad to furnish you 

Senator Doveras. In other words, there are no recommendations / 
You are in favor of expanded coverage as a general thing, but when 
you come to specific ways of expanding coverage you have no sugges- 
tion to make? 

Mr. Roruman. I think the position of the administration is clearly 
expressed in the materials that I read to you at this time. 

Senator Dovetas. Well, that merely says we should study it, which 
we have been doing for well over a month. That was a bit of superero- 
gatory advice. 

Well, Mr. Rothman, the President has said in his press conference 
that he regarded expansion of coverage as more important than the 
increase in the minimum wage. Now, you are coming in with the spe- 
cific proposal to increase the minimum wage from 75 cents to 90 cents 
an hour. Don’t you think you could come in with a specific proposal 
on a subject that the administration regards as more important than 
the raising of the minimum wage? Are you going to leave us desti- 
tute of your advice, counsel, and of your information ? 

Mr. Roraman. The total area of expanding coverage encompasses 
many occupations and a wide variety of industries. The President 
as you will recall in his economic report, recommended a gradual 
approach. 

In connection with that gradual approach I believe that the Con- 
gress will determine where it should begin, and the administration has 
recommended that in your study you give consideration to those two 
areas, 

Senator Doueras. Well, there is an old Chinese maxim that a jour- 
ney of a thousand miles begins with one step. 

Granted that there is a long journey in expanding coverage, can 
you tell us what the next step should be? A1l we ask is the same thing 
that Cardinal Newman called into play when he said “Lead Kindly 
Light.” We do not ask to see the distant scene, one step is just enough 
for us. 

Don’t withhold your help at this time. Can you give us one step? 

Mr. Roruman. Senator, we have submitted our comments on the 
Lehman bill and the Murray bill, and on other bills that have been 
introduced, and I would suggest that the Congress will have to study 
that problem and determine where to make its approach in the light 
of the suggestions that have been made. 
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Senator Dovenas. Mr. Rothman, you have been given a very dis- 
agreeable duty to perform. You have performed it like a soldier. But 
the previous comment I had to make still holds. I think this is with- 
drawing from an earlier commitment, and it is the use of double talk 
to conceal a fundamental change in position. 

I think my Republican colleagues should have a chance at this 
point. -e 

Senator Atvorr. Well, I have not had the good fortune to sit in on 
all of these sessions, Mr. Chairman, but may I suggest that perhaps 
it may be a difference of fundamental philosophy of Government 
which has pervaded this country for the past 20 years, prior to the 
present administration, in which legislation was to a great extent 
enacted in the executive branch of the Government, and Mr. Roth- 
man’s position is sound. 

I think it is the duty of Congress to determine the areas in which 
this shall begin, and as far as I am personally concerned, as a very 
junior Senator, I am willing to study it and assume that responsi- 
bility, without taking dictation or orders from the executive branch 
of the Government, no matter which it shall be. 

Senator Doveras. Well, now, Mr. Rothman, do you want to go on / 

Mr. Roruman. May I introduce at this time Mrs. Aryness Joy 
Wickens, the Acting Commissioner of Labor Statistics, and two mem- 
bers of her staff, Mr. Harry Douty and Mrs. Ethel Hoover, who will 
testify on certain factual questions that the subcommittee has directed 
to the Department. 

Senator Doveias. Before we go on to that, I would like to reply 
tomy good friend from Colorado, namely, that if the administration 
would make no proposal or recommendation on public policy, we 
would have no President’s program, no program of action, in fact, 
no Government at all. If the Executive says that it is not its respon- 
sibility to make recommendations, then the Executive gives up re- 
sponsibility for trying to get a program enacted. But presumably 
we have been hearing a lot about this constructive, positive, dynamic 
program of the President which, when you try to grab hold of, seems 
to evaporate like mist. 

Senator Attorr. Not at all, Mr. Chairman, if I may be as bold as 
to say so, and since you have referred this matter to me, I presume I 
may speak, even though I am not a member of this subcommittee. 

Senator Doveias. Oh, certainly. 

Senator Atxorr. As I say, again it comes down to a fundamental 
difference in political philosophy. It seems that it is the duty of the 
Chief Executive and the executive branch of the Government to sug- 
gest areas of action and to suggest direction of action. I don’t think 
that it is the duty of the Department of Labor to say that you shall 
cover the Safeway store or the A. & P. store or the such and such 
hotel chain or any other chain or to leave any out. I think that is 
why this committee has a staff here and why it has met day after day 
for a month or more to determine those matters. That is why this 
committee is here, and to determine the final boundaries of who and 
which shall be included in this legislation. 

That is as I conceive it to be the duty of the individual members 
and the collective members of this body. It is a constructive pro- 
gram. The principle of adopting, the principle of expansion, the 
principle of increasing are all constructive, in my opinion at least, 
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and the final way in which it shall be increased should be left to the 
committee. 

It seems that some of your cohorts and colleagues on the floor of 
the Senate quite recently have made long speeches about the Secretary 
or the Postmaster General seeking to spell out and tell specifically 
the Congress of the United States what it shall and shall not do, and 
now I find the chairman taking a reverse position, and because the 
Secretary of Labor has sought, by what I think is a very intelligent 
approach, to direct the areas to fields which this committee shal! 
explore, without saying to it, “You shall include the A. T. & T.; you 
shall include the May stores; you shall include the Hilton chain.” 
It seems it is a reversal of fundamental policy. 

On the floor of the Senate in the past week we have had the exactly 
opposite ae taken by members of the majority party and it 
seems, if I may be so bold as to say so, that the position taken by the 
chairman this morning is an exact contravention to that taken by a 
great many members of his party last week. 

Senator Dovetas. May I say that Congress receives proposed legis- 
lation every day from the Executive: Tax bills, health measures, 
amendments of the Taft-Hartley Act, defense bills, recommendations 
in regard to selective service, schools construction, and so on. And 
the administration puts them forward and asks us to act upon them. 

Of course we have the final determination. We should bear the 
responsibility, but we ask for cooperation from the Executive. 

Now, I would honor the Department of Labor and the administra- 
tion if they recommended expanded coverage, as Secretary Mitchell 
assured us that they did in his testimony when I asked him whether 
they were recommending expanded coverage and Secretary Mitchell 


replied that “that is rig nt.” I would honor them for that position. 


I would respect them if they opposed expanded coverage, but I must 
say that I am puzzled and disgusted by their first saying that they 
recommend expanded coverage and then when the heat is turned on 
from the satel tania: saying we never recommended it, all we asked 
is that you study it. 

Now, that is the point that I am trying to get at. 

Senator Atuorr. May I ask the finitenas where the heat has been 
turned on from the retail trades? Iam a member of the Labor Com- 
mittee and I have received no heat. 

Senator Dovetas. It is perfectly well known that the retail indus- 
try is opposed to this extension. That is perfectly well known. 

Senator Atiorr. There are a lot people who are in favor of it, and 
I have letters in my office both ways. 1 don’t consider that heat. 

Senator Doveras. Well, shall we say pressure ? 

Senator Atxorr. Or pressure either. 

Senator Doveras. Heat is a form of pressure, I believe. 

Senator Attorr. Yes; heat is a result of pressure. 

Senator Dove.as. It is a question of the interchange of matter and 
energy. 

i T would like to respectfully submit that I don’t think 
that the administration or the Department has changed its view one 
bit. 

Senator Dove.as. Well, what was its original view then? 

Mr. Roruman. As I have pointed out in the record, the Secretary 
suggested to the Congress in its overall study of the problem and the 
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principle of expanding the minimum wage—that when it goes into 
the question of expanding coverage it gives particular and special 
attention to these two orders. 

Senator Doveras. How do you reconcile that with this reply, when 
| asked “They are recommending the expanded coverage then!” and 
Secretary Mitchell said “That is right.” 1 don’t know whether you 
were here or not at that time. I think you were beside him. He 
waited for a minute before he replied to that question. He swallowed 
twice, and then he made his reply. He did not shoot from the hip. It 
was a deliberate reply. 

I thought it was a very brave reply. 

Mr. RorHMan. Senator Douglas, I don’t think what you have just 
said was right. 

Senator Doveias. Well, at least he swallowed once. I noticed his 
Adam’s apple. 

Senator ALtLorr. I would like to ask the chairman if he noticed 
his Adam’s apple jumping up and down. I didn’t see it. 

Mr. Roruman. The Secretary said he is for expanded coverage: 
the administration is. The President was very clear about it in his 
state of the Union message. In many instances the administration 
advocates principles and recommends the Congress study the problem. 

Senator Dougias. But no recommendations for action. 

Mr. Roruman. None, except as indicated in the record, that you 
study it and expand coverage. 

Senator AutLorr. I would like to invite the chairman’s attention to 
the fact that upon that morning the Secretary testified, I think you 
will find in the record, unless I am mistaken—it might have been on 
another occasion—I think I asked him some questions, too, and we 
went into this matter of who should be covered and with respect to 
the chairman’s apprehension that nothing has been done, I would 
invite the attention, courteously, of course, to the fact that there is 
in the record which he has just read, a specific criterion for these areas, 
and they were discussed both as to ownership and as to control, and I 
will further recall to the chairman, if I may, that I believe he denied 
and discussed in a castial manner that morning where this thing ac- 
tually ended, and I mentioned a store or two or a type of store which 
are individually owned, and whether or not they should be brought in. 

It seems that we have to determine criteria here, and the Labor 
Department has determined criteria and, as I say, I, for one, will 
determine when I vote, as well as I may, what the legislation will be 
and who shall be covered. 

Senator Smrru. Might I ask the chairman just one question ? 

Senator Doveras. Certainly. 

Senator Smrru. [ am not clear; I haven't attended all of these 
sess1ons-——— 

Senator Douexas. It is a very heavy load to carry. 

Senator Smirn. But I would like to ask the chairman just what 
significance there is whether you put it one way or another. The 
point as I understand it is that the Secretary of Labor feels this is a 
very important area that he represents, and he is putting it forward 
for our special consideration among the other examination of what 
the legislation should be. 


Senator Doveras. That is all it is now. But it was different from 
that originally. 
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Senator Smiru. What difference does it make? 

Senator Douexas. It makes a great deal of difference what the at- 
titude of the administration is. The Senator from New Jersey is a 
very loyal supporter of the administration, 1 would think. He has 
been trying to find out for some time just where the administration 
stood on this. 

Senator Smiru. I think it has been made very clear—— 

Senator Dove. as. It is clear now they have no recommendation for 
action. It is also clear in response to my question on April 14 that 
the Secretary of Labor said that the administration was recommend- 
ing expanded coverage. Now, as I said, it is all right to advocate it. 
It would be all right to oppose it. I would respect an honest state- 
ment: “We have reversed our position.” But is this an attempt to 
weasel out of a position’ I do not regard this as good government 
or decent relationships between the Executive and the Congress or 
between the Executive and the public. 

Senator Sarru. I don’t like the suggestion of a weaseling out. | 
just don’t see that. 

Mr. Roruman. I don’t want to belabor the point, but on behalf of 
the Department and the administration I can’t agree with you, of 
course, 

Senator Dovuetas. Naturally. I happen to have in my hand 
transcript of the press conference of Secretary Mitchell, under date 
of May 12, just 1 day before he wrote his letter : 

(The transcript is as follows :) 

Mr. Heruinc. Mr. Secretary, | wonder if the administration in the measure 
introduced by Senator Smith of New Jersey, 1 wonder if this reflects the ad 
ministration’s thinking cn the minimum wage. 

Secretary MITcHELL. You mean Senator Smith has introduced 90 cents? 

Mr. HERLING. Yes. 

Secretary Mirceneiyi. Of course that is one part of the administration’s pro- 
gram. I think I would refer you to the President's press conference of 2 weeks 
ago at which time he expressed the importance of the expansion of coverage at 
a part of the administration’s proposal too. 

Mr. Hertrng. Why has no responsible Republican Senator introduced legisla 
tion to cover that? 

Secretary Mrrcue.y. I assume one will. 

Mr. Hering. But it hasn’t been done so far. 

Secretary Mitcuets.. Yes, | think you are right. 


If the administration has a proposal which it does not wish to con- 
fide to the committee, it would be well if the Senator would introduce 
such a program, instead of our being compelled to reach out here and 
grab at it in the mist. 

Mr. Rornman. Senator Douglas, if I may, I would like to read 
from another page of the Secretary’s press release, in which he said, 
and this may be helpful to you in the event you have a misunderstand. 
ing about what the Secretary said—he said this: 


What I said to the Congress, if you will read the testimony, was that I thought 
the Congress ought to study the expansion or the extension of coverage and that 
I suggested or rather, you can put it in the terms of a recommendation, I sug- 
gested that the Congress should consider in their total consideration of the 
expansion of coverage these two areas, the area of multi-State enterprise and 
the area where the majority of employees are already covered. I think it is a 
matter for Congress to determine the total degree of expansion that it wants, 
and my comments were merely a suggestion that they consider these areas. 


Senator Doveras. The ambiguity did not begin on the 13th of May. 
I am ready to go on. 
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Mr. Roruman. Thank you, sir 
Mrs. Wickens, please. 


STATEMENT OF MRS. ARYNESS JOY WICKENS, ACTING COMMIS- 
SIONER OF LABOR STATISTICS 


Mrs. Wickens. Mr. Chairman, your committee has directed to us, 
and you personally have directed to the Department, a number of 
questions of fact concerning matters which have arisen in the testi- 
mony, and I should like to submit today for the record, if I may, 
replies of two of these inquiries which have been discussed at some 
length before the committee. 

The first is a statement showing estimates of increase in consumer 
prices for low-income families for the per iod January 1950 to March 
1955, and the second is a statement on CIO analysis of differences in 
averages of hourly earnings in manufacturing as published by the 
Bureau of Labor Statistics for April 1954. 

I can describe very briefly the content of these statements, if | 
may, sir. 

(‘The first statement referred to is as follows :) 


ESTIMATES OF INCREASE IN CONSUMER Prices FoR Low-INcoME FAMILIES, 
JANUARY 1950-—Marcn 1955 


In response to the request of Senator Paul H. Douglas in his letter of April 18, 
1955, the Bureau of Labor Statistics has estimated the increase in consumer prices 
for low-income families from January 1950 to March 1955, for use by the sub- 
committee of the Senate Committee on Labor and Public Welfare in evaluating 
testimony on the proposed increase in the statutory minimum wage. The Con- 
sumer Price Index of the Department’s Bureau of Labor Statistics for this period 
increased by 13.6 percent. The subcommittee asked that the Bureau “make the 
best possible estimate of the actual increase in the cost of living of low-income 
families’ and that the data be “computed on the basis of different relative im- 
portance given to major subgroups—such as food, housing—of the all-item index 

Two special estimates were prepared, both of which take into account the spend- 
ing pattern of low-income families. They both show an increase from January 
1950 to March 1955 of approximately the same size as is shown by the Consumer 
Price Index. One shows a slightly smaller rise, the other a slightly larger rise. 
From these indexes it can*be concluded that, for this period, the Consumer Price 
Index is a satisfactory general measure of the rise in prices paid by wage-earning 
families. 

The first estimate, in line with the committee’s request, is based upon a new set 
of “weights” for the major groups in the Consumer Price Index, e. g., clothing, 
medical care, etc., with the exception of food, where subgroups of items have 
also been reweighted. This estimate shows an increase of 13.3 percent for the 
period January 1950 to March 1955. This is smaller than the 13.6 percent in- 
crease shown by the Consumer Price Index. 

The second estimate makes use of appropriate “weights” for subgroups of other 
categories of the family budget as well as subgroups of food. For example, in 
the broad “housing” group, separate account is taken of different “weights” and 
price changes for shelter (rent); for fuel; for light and refrigeration; durable 
and nondurable housefurnishing; in transportation, of the amount spent on 
automobile purchases and repairs separately from other forms of transportation. 
This more detailed estimate results in an increase of 14.1 percent for low-income 
families as against the 13.6 percent increase shown by the Consumer Price Index 
for this same period. 

The relative importance of the different groups of expenditures (weights) for 
low-income families compared with those used in the Consumer Price Index for 
all wage-earner families, are shown in table I. This pattern of expenditures is 
based upon a special tabulation made from the Bureau’s survey of consumer 
expenditures in 1950 which covered 12,500 families in 91 cities throughout the 
country, in connection with the revision of the Consumer Price Index. In re 
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sponse to the committee’s request, a special tabulation of expenditures of a se- 
lected group of low-income families was used as a basis for a special calculation. 
The families included are families of two or more persons with incomes of less 
than $2,000 in 1950, in all cities surveyed. These families averaged 2.6 persons 
and had an average total expenditure in 1950 of $1,458. In conformity with the 
practice in the Consumer Price Index, families of two or more were used, and 
single individuals were excluded from the tabulation. 

It will be noted that for these low-income families in 1950, as in earlier years, 
a much larger share of expenditures are for food (40.8 percent) than for all city 
wage earners’ and salaried workers’ families of two or more, as used in the 
Consumer Price Index (32.4 percent). A larger proportion is also spent for 
housing, fuel, light, and refrigeration combined, and smaller proportions for 
transportation (particularly automobiles), housefurnishings, and the miscellane- 
ous items. . 

This distribution of expenditures, together with the differing rates of increase 
in prices for various groups of items since 1950, explains the fact that these 
special price indexes for low-income families have moved in approximately the 
same manner as has the Consumer Price Index, representing prices paid by mod- 
erate-income wage-earners’ families. During the period 1950 to 1955, food prices 
did not rise as much as did other elements in the family budget, notably rents, 
public transportation, medical care, and the cost of certain other services. Thus, 
food and certain other elements in the budgets of low-income families were not 
rising in price as rapidly as were elements which are more important in the 
budgets of families with moderate incomes. These different rates of price 
increase are shown on the attached chart. 

These special calculations of price changes for low-income families for the pe- 
riod January 1950 to March 1955 do not take into account the fact that different 
qualities and types of goods are often purchased by low-income families, and that 
they often live in different types of housing. However, price data do not exist 
either for 1950 or for 1955 for types or qualities of goods not priced for the 
Consumer Price Index, and hence no account can be taken of this factor. 

The committee has also asked the Bureau of Labor Statistics to comment on 
the following statement made by Mr. Sol Barkin regarding his view that the in- 
crease in prices paid by low-income families from 1950 to 1955 was 40 percent (or 
25 percent) greater than is shown by the Consumer Price Index: 

“However, the rise (in the Consumer Price Index) seriously understates the 
increase in living costs for the families affected by the minimum wage. A study 
for the period from 1935 to 1944 showed that because of the difference in spending 
patterns between lower income families and those covered by the BLS index, the 
average increase in prices for the former was 40 percent greater than the in- 
erease in the BLS index. If we allow for a 25 percent margin of difference, the 
increase in the cost of living for substandard workers has been at least 18 per- 
cent since January 1950.” 

The special indexes calculated by the Bureau and described above indicate 
that no such allowance for a larger rise in consumer prices paid by low-income 
families, as is suggested by Mr. Barkin, need be made by the subcommittee in 
considering developments for the period January 1950 to March 1955. 

The statement given by Mr. Barkin, as indicated in his testimony, goes back 
to a study made by the Textile Workers Union of America in 1944. At that 
time, the union priced the WPA “emergency budget” in five textile manufacturing 
towns. This study was made by the union with the cooperation of the Bureau 
of Labor Statistics in the selection of lists of firms and qualities of goods for 
pricing and in the training of the price collection staff. The methods used in 
the study were commented upon favorably by the then Acting Commissioner 
of Labor Statistics, as shown in the exhibit submitted by Mr. Barkin. 
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CONSUMER PRICE INDEX 
ALL CITIES 
MAJOR GROUPS, 1950 -1955 
1947-49-100 


* includes rent, home purchase and 
other home owner costs, gos and 
electricity, fuels, housefurnishings 
and household operating expenses 


ee 


READING AND OTHER GOODS 
RECREATION AND SERVICES* 


* includes tobecco products, 
aicoholle Sea and 


UNITED STATES DEPARTMENT OF LABOR 
BUREAU OF LABOR STATISTICS Dote through Merch 1955 
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The following data taken from this study show— 


Percent in- 
crease from 
March 1935 
to January 
February 
1444 


Ratio of 
emergency 
rate of in- 
crease to 
CPI rate 


Consumer Price Index vas 27. 
Emergency Budget:! 
Without adjustment for food buying habits___- 7 37. 2 
With aijjustment for food buying habits | 37. 


1 From Substandard Conditions of Living, A Stady of the Cost of the Emergency Sustenance Budget in 
Five Textile Manufacturing Communities in January-February 1944, published by the Textile Workers 
Union of America, C10, N. Y., 1944, p. 21. 


The ratios shown in column 2 were evidently rounded by Mr. Barkin from 1.36 
to 1.4 to obtain an estimated 40 percent differential rise in prices paid by low- 
income and moderate-income families. This differential was then rounded down 
to 25 percent (a ratio of 1.25). 

This particular study, made in 1944 and valuable at that time, is not relevant 
to the question of differential changes in consumer prices for low-income and 
moderate-income families from 1950-55 for a number of reasons. 

(a) The Textile Workers Union survey applied to textile mill towns only, not 
to the cities of the United States as a whole now under consideration by the 
subcommittee. 

(b) It applied to a particular period of time; namely, 1935 to January-Febru- 
ary 1944. During the war years, low-price merchandise was disappearing from 
the market. Since 1950 supplies of merchandise in the markets have generally 
been adequate. During World War II, as indicated above, prices of food were 
rising faster than other consumers’ goods prices; from 1950 to 1955 prices for 
food have risen less rapidly than for certain other items important in the budgets 
of low-income families, and food is the most important item in low-income 
family expenditures. 

(c) The Textile Workers’ Union survey was based upon a particular set of 
budget items drawn from the experience of the depression years of the mid- 
1930's. It is doubtful whether the same list of purchases would apply today, and 
for this reason a new set of subgroup weights representing 1950 buying was 
calculated by the Bureau of Labor Statistics. 

From these observations it can be concluded that the Study of the Cost of The 
Emergency Sustenance Budget in Five Textile Manufacturing Industries in 
January-February 1944, while useful for the particular period and purpose in 
question at that time, is not applicable to a calculation of changes in consumer 
prices in all cities in the period 1950-55. 
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TABLE 1—Comparison of weights used in calculating price changes for low- 
income families in comparison with weights used in the Conaumer Price 
Inder 

[Percent of al] items] 


eq eur @ 
Low-income a _ _ 
; Price Index 
family ex- relative 
Groups and subgroups ee importar ce 
195 : “i of expr endi- 
~ tures, 1952? 


Total expenditures- 
lotal food_-_-- 


Food at home 
Food away from home-. 


Total housing. 


Housing, fuel, light, and refrigeration 
Shelter. 
Fuel 
Household operation 
House furnishings... -.._. 
Consumer durables _-.- 
Other 


Clothing 
Medical care 
lransportation 


Auto... 
Other 


Personal care end 6 
Recreation, reading, and education ------- 6.5 


a 
Miscellaneous - - 1.6 


i Obtained from the 1950 survey of consumer expenditures, covering 91 representative cities in the United 
States; relates to axpenditures of families of 2 or more persons with net incomes of less than $2,000 in 1950; 
average family size 2.6 persons; average total expenditures $1,458. Figures in central column and subgroups 
of foods (table 1-A) used in estimate 1. Subgroups shown on left, and subgroups of foods (table 1-A) used 
in estimate 2 

2 Excluding purchases of homes. Based on the relative importance of indicated subgroups in 1952, ad- 
justed to eliminate home purchases. Represents a total expenditure of about $4,340. 


TaBLE 1-A.—Comparison of weights used for subgroups of food at home 


| 
Percent | Percent 


100.0 | 100. 0 


_ 


11. 
2. 

Cheese and eggs : a ~7 
Cereals.and bakery products ; - ‘ a? | 
Meat, poultry, and fish agen etre a 
Fats and oils : 
Sugar and sweets 
Fruits and vegetables__- 
Other 


= 
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On April 18 you wrote to the Department asking the Bureau of 
Labor Statistics to make the best possible estimate of the actual in- 
crease in the cost of living of low-income families, and that the data 
be “computed on the basis of different relative importance given to 
major subgroups—such as food, housing, of the all-item index.” 

(The letter referred to appears on p. 1540.) 

Senator Doucias. That was following the testimony of Mr. Barkin 
that if you used a different system of weighting adapted to low-income 
groups, wou would get an appreciably higher increase in the cost of 
living. 

Mrs. Wickens. Yes, sir. Two special estimates were prepared, the 
first one of which complied quite literally with your request to use 
the large subgroup indexes, except that in this case we took account 
of smaller groups of food because there is quite a difference in the 
spending pattern there. 

Using this method, we get a somewhat smaller increase in the cost 
of living for low-income families: 13.3 percent as compared with 13.6, 
as shown by the Consumer Price Index, which relates to moderate 
income families. 

We then made a more refined estimate, using subgroups, finer 
groups within the larger groupings, and this estimate shows for tha 
period January 1950 to March 1955 an increase of 14.1 percent. for 
the low-income families as compared to 13.6 percent. 

Now, although if we were to make a complete study which took into 
account differences in items priced and weights for particular items, 
we might arrive at a still different answer, I think it is fair to say 
that based on these available data, we can take the change shown by 


the index as a good ter Aer 


Senator Dovetas. That is for the period from 1950 to 1955? 

Mrs. Wickens. Yes, for this particular period, sir. 

Now, the reason why we get this result is primarily due to the dif- 
ferential movement of prices, I have submitted for the committee’s 
use a chart which shows the movement of prices of various elements 
in the family budget in comparison to the average for all of them, and 
you will note especially that in this period 1950 to March 1955, prices 
of foodstuffs, which bulk very large in the budgets of low-income fami- 
lies, have not risen as much as has the average for the index as a whole. 

There are certain other areas also of which this is true; apparel, 
for example, certain forms of transportation ; housing has risen some- 
what more rapidly; medical care has risen more rapidly, and trans- 
portation. 

We have not, of course, in our possession prices of the qualities of 
goods which are purchased by low-income families which might be 
different from those priced for the index, nor do we have descriptions 
of housing necessarily applicable to these families, nor does anyone. 
In the absence of that information, I suggest, sir, that the committee 
can be guided by the general range of the change shown by the Con- 
sumer Price Index. 

Senator Doveras. There is just one question, Mrs. Wickens, I 
should like to ask. 

Is it not true, however, that the study of Mr. Barkin did show that 
the general Consumer Price Index understated the increase, say, from 
1938 to 1944. 
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Mrs. Wickens. Yes, sir, your committee also queried us on this pat 
ticular point, and the second part of the statement before you, sir, 
speaks to this point. 

Mr. Barkin directed a study which was made by the Textile Workers 
Union of America in 1944. 

This study was made by the union in cooperation with the Bureau of 
Labor Statistics in the selection of lists of firms and qualities of goods 
for pricing. 

The methods used in the study were commented upon favorably by 
the then Acting Commissioner of Labor, Mr. Hinrichs, as shown in 
the exhibit submitted by Mr. Barkin. 

From this study Mr. Barkin derived a comparison of the rise in 
prices as shown by his study and by the Consumer Price Index, which 
indicated a rise of approximately 40. percent more in prices paid 
by these particular low-income families which were textile workers 
in five textile towns. 

It was this ratio which Mr. Barkin used in the statement which 
have quoted and which your committee directed to our attention and 
asked us to comment on. 

He rounded this down to 1.25. I think that the competence of this 
earlier study is not in question. It was a very valuable and very use- 
ful study at that time. I think the question is, is it relevant to this 
particular period of time, 1950 to 1955, and I have set forth here a 
number of reasons why I do not believe that it is relevant to this 
period of time, and why the committee should take account rather of 
the special compilation which we have made at the committee’s sug- 
gestion. ‘Those reasons relate to differential movements in prices and 
changes i in spending patterns and so on. 

Senator Doveras. Mrs. Wickens, of course we appreciate this in- 
formation very much. But if Mr. Barkin’s earlier point was valid, 
it would have a bearing as to whether the 1949 revision of the mini- 
mum wage was adequate; that is, it may well have been that the 
increase in the cost of living which Congress then took under consid- 
eration, namely, the average increase, understated the increase which 
had occurred between the original passage of the act in 1938 and 
the revision of the act in 1949. But you don’t deal with that in your 
memorandum. 

Mrs. Wickens. No, sir. 

Senator Doveias, You are speaking of the period 1950 to 1955? 

Mrs. Wickens. I am speaking solely to the period that the com- 
mittee asked me to speak to. There is one point which is mentioned 
which may be relevant: that the study which Mr. Barkin made was 
confined to the textile towns. There is no question, however, be- 

cause we had three investigating commissions on this subject, that 
during the war period there was some understatement of the rise in 
prices : shown by the index. 

Senator Atuorr. Some understatement ? 

Mrs. Wickens. Some understatement of the rise in prices, but this 
has been quantified by a presidential committee of inquiry, and } 
don’t believe this committee wishes to go into this. 
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(The following statement was submitted by Mrs. Wickens for the 
record. ) 


STATEMENT ON CIO ANALYSIS -OF DIFFERENCES IN AVERAGES OF HouURLY EARNINGS 
IN MANUFACTURING AS PUBLISHED BY BUREAU OF LABOR STATISTICS FOR APRIL 
1954 


These comments are directed toward the analysis submitted by the CIO com- 
mittee on fair labor standards of differences between average hourly earnings in 
manufacturing and for specified manufacturing industries as derived from (1) 
the series on average hours and gross earnings by industry, published monthly 
by the Bureau of Labor Statistics, and (2) average straight-time hourly earnings 
presented in detailed wage studies undertaken by the Bureau of Labor Statistics. 
The CIO committee analysis is contained in fact sheet No. 12 introduced on 
April 21, 1955, at hearings on revision of the Fair Labor Standard Act before the 
Subcommittee on Labor, Senate Committee on Labor and Public Welfare. 

In its Bulletin No. 1179, the Bureau published a study entitled “Factory Work- 
ers’ Earnings Distributions by Straight-Time Hourly Earnings, April 1954.” In 
this study, which will subsequently be referred to as the distribution study, 
straight-time average hourly earnings were shown as $1.68 in manufacturing 
as a whole in April 1954. For the same month, gross average hourly earnings of 
$1.80 for production workers in manufacturing were published in the Bureau’s 
Monthly Report on average-hours of work and gross earnings by industry. 

These two figures—one from the distribution study, the other from the Bureau's 
Monthly Report—measure two quite different things. The distribution study 
was designed to yield estimates of the number of workers receiving specified 
hourly rates. The monthly series is designed primarily to yield monthly data on 
the trend of employment, hours of work, and gross average hourly earnings. The 
concept of average hourly earnings in each case is different in important respects, 
and each fulfills the purpose for which it is intended. When account is taken of 
this difference in concept the difference in results between the two is very much 
smaller than might appear on first observation. 

The most important difference in definition relates to inclusion of types of earn- 
ings. The distribution study excludes overtime premium pay and other forms 
of premium pay, such as shift differentials. The monthly report includes both of 
these. The overtime premium pay averages approximately 5 cents per hour.’ 
The other premiums are estimate at about 2 cents an hour.” Another source of 
variation arises from the types of average that are employed in the two series. 
The distribution study uses an average in which each worker has an equal weight. 
The regular monthly report yields average earnings for all hours paid for, and 
thus weights each worker by his hours of work over a week. For a variety of 
reasons, there is a tendency for lower-paid employees within a given establish- 
ment, on the average, to work fewer hours during any given payroll period than 
higher-paid workers.’ Hence, an average based on the rates of individual work- 
ers, as in the distribution study, will tend to be somewhat lower than an average 
based on aggregate earnings and aggregate hours worked or paid for. A com- 
parison of schedules from identical establishments indicates that the form of 
average may account for 2 cents. 

The real statistical difference between the 2 figures then, aside from differ- 
ences in definition, is approximately 3 cents. This is indeed a small difference 
in results from two surveys which are conducted under different procedures and 
with different central objectives. The differential of 3 cents is the net effect of 
a number of components. The list of factors, each of which might possibly 
have influenced 1 of the 2 averages, or the difference between the 2, by as much 
as 1 cent, may not be exhausted by but certainly includes these 5 items. 

(1) Both surveys, being samples, are subject to sampling errors. 

(2) Small biases are possible because of the failure of a few large companies to 
respond in one or the other of the surveys. 


1 Derived from adjustment factors designed to exclude from gross average hourly earnings 
premium pay for overtime at the rate of time and a half for all hours worked in excess of 
40 a week. See Eliminating Premium Overtime from Hourly Earnings in Manufacturing, 
Monthly Labor Review, May 1950. 

2 Estimated from information on shift employment and pay practices and on premium pay 
for other than overtime hours as defined in footnote 1, above. 

3 New hires, many of which will be employed at less than the average wage in an establish- 
ment, may work only part of the payroll period ; layoffs within a payroll period may occur 
predominantly among lower-paid workers ; voluntary quits are likely to be greater among 
the lower-paid employees, etc. 
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(3) Although the intended coverage of the two surveys is the same in terms of 
plants and classes of workers included, occasional errors in interpretation by 
respondents do exist. 

(4) Slightly different weighting schemes by size of plant were employ ed in the 
two surveys, 

(5) Rounding errors can accumulate to a 1-cent difference. , 

In summary, the two averages do not lend themselves to the close comparison 
attempted in fact sheet No. 12. For the technical reasons set forth above, exact 
correspondence between these two averages was not to be expected. The point 
that deserves major emphasis is that the averages were derived differently and 
measure somewhat different things. The fact that the two independent surveys 
are so Close together, after adjustment for differences in definition of items 
measured, is impressive testimony of the essential correctness of both. 

Mr. Chairman, the second statement has to do with an analysis of 
differences in average hourly earnings shown by two studies, a special 
study prepared by the Bureau of Labor Statistics for the use of the 
Department and the committee in their consideration of this problem: 
Factory workers’ earnings, distributions by straight time hourly 
earnings, and the regular monthly reports of the Bureau of Labor 
Statistics on average ‘hour ly earnings in manufacturing. 

The committee directed the attention of the Department to fact 
sheet No. 12 submitted by the CIO committee at your hearings, and 
I can summarize very briefly by saying that these studies represent 
different measures of average hourly earnings. 

The first one, which we ‘believe is revelant to your consideration, 
presents straight- time average hourly earnings; that is, after allow- 
ances for the removal of the effects of overtime and various types 
of premiums and differentials. In other words, it was an attempt to 
come as close as we could to a rate of wages, which is the subject you 
have before you. 

The regular monthly statistics on average hourly earnings, pub- 
lished in connection with the Bureau’s report on changes in employ- 
ment and hours and earnings, represent gross average hourly earn- 
ings, including all forms of premium pay. They are simply the total 
payroll divided by the number of hours. 

We have endeavored to account here for these differences, and there 
is a small unexplained.difference. In terms of the different purposes 
these figures are intended to serve, we believe this difference is really 
remarkably small and not one which need concern you, frankly. 

They are compiled for 2 different reasons, using 2 different sets 
of definitions, the 1 to show trend, the other to show the level and the 
distribution around that level, and this statement is merely an expla- 
nation of why we believe that the special study conducted by the 
Bureau for this purpose is the one most relevant to the committee's 
consideration. 

Thank you, Mr. Chairman. 

Senator Doveras. Thank you very much, Mrs. Wickens. 

Senator Smith ¢ 

Senator Smiru. I have no questions. 

Senator Doucias. Senator Allott / 

Senator Atiorr. No questions. 

Senator Doveias. Mr. Rothman? 

Mr. Roruman. May I introduce at this time, Senator, some mem- 
bers of the staff who may be of assistance in further testimony: Mr. 
Harry Weiss, Mr. Harry Kantor, Mr. William Grogan, and also 
Harold Nystrom, of the Solicitor’s office. 
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I have prepared a supplemental statement in further connection 
with my earlier testimony, and it may be that the members of the 
subcommittee have not had the opportunity to examine it. There- 
fore, if the committee wishes, I will read it at this time. 

Senator Dovc.as. I have read it this morning, but I don’t think 
we should foreclose you. 

Mr. Rornman. It deals with the increasing of the minimum wage, 
the vertical expansion of the minimum wage or the increase in amount. 

Senator Smiru. This doesn’t deal with the coverage? I haven’t 
had an opportunity to read it. 

_ Mr. Roruman. No, sir; it does not. It deals with the amount of the 
increase in the minimum wage. Since you have not had an oppor- 
tunity to read it, I may go through it quickly. 

Senator Smrru. I would like to have it presented in your own way, 
so we will understand it. 

Mr. Rornman. I would then like to read it, sir. 

Senator Smrrn. All right. 

Mr. Roruman. The problem is how much can the 75-cent minimum 
wage be increased without causing substantial unemployment of low- 
paid workers or causing substantial price increases. 


THE PURPOSE OF THE MINIMUM WAGE 


The setting of a national floor to wages for the majority of wage 
earners through Federal law is intended to provide that the normal 
worker should be self-sustaining while working. A job that really 
cannot pay a reasonable minimum wage is a job that the market place 
does not want. If good judgment is used in setting the minimum and 
in any subsequent change, the minimum wage induces improvement 
in efficiency in low-wage plants and helps the movement of workers 
into more productive work. If the increase in the minimum is of a 
magnitude that permits the adjustments to be made smoothly, it 
benefits the low-paid worker whom it is intended to help and dis- 
courages the waste of human effort and material resources in a job 
that is not self-sustaining. 


HOW MUCH OF AN INCREASE? 


The maximum increase in the minimum wage that can be under- 
taken depends on the impact the increase would have on low-wage 
segments of industry where it must be paid. If the increase is too 
large to be absorbed without disruptive changes, the results are either 
unemployment in the affected firms or price increases. If the market 
will not take price increases, the low-paid workers whose jobs are at 
stake lose instead of gaining. If prices rise and the wage increase is 
paid through inflation the real cost is borne by low-paid workers out- 
side the scope of Federal regulation and by pensioners and others in 
similar status. 

Budget studies purporting to show what a minimum budget ought 
to be, changes in average wages for all manufacturing combined, and 
estimates of the trend in productivity for the whole economy are useful 
as background information and serve to suggest the need for reviewing 
the minimum wage. They do not offer an arithmetical formula for 
answering the question of how much it can be raised. 
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BUDGET STUDIES 


Various types of budgets have been referred to in the discussion 
of the minimum wage. Budgets developed in connection with the 
operation of State minimum-wage laws bear no direct or uniform 
relationship to the rates established through wage boards with labor 
and management representatives thoroughly acquainted with the 
industrial facts involved. 

Since the sharp rise in the cost of living following the outbreak 
of war in Korea, several highly industrialized States with high wage 
levels have prepared such budgets and have then set minimum wages 
for retailing at about half to roughly three-fourths of the hourly 
equivalent of the minimum budget. Retailing is mentioned because 
it represents the great majority of the 3.7 million workers who are 
under State minimum wages and not under the Federal minimum. 
States often set different minima in the same industry according to the 
size of the city. 

The State minimum budgets differ widely from each other, and 
from the minimum wage rates in the respective States. The budgets 
are theoretical models with differences in composition reflecting the 
personal judgments of those who prepare them, and perhaps differ- 
ences in the cost of living in different States. 

Senator Doveias. Mr. Rothman, the Bureau of Labor Statistics, 
of your Department, has for a considerable period of time compiled 
figures on the city worker’s family budget and gives the annual cost of 
a modest but adequate level of living for a 4-person urban family, 
and these figures are periodically collected and published for 34 cities 
in the country. 

Now, am I understanding you to say that you no longer believe 
that this budget has any objective value and that it is purely a personal 
judgment ? 

Mr. Roruman. Reference is made to the city worker’s family budget 
in the next few paragraphs. 

Senator Dovetas. I understand that. 

Mr. Roruman. I wonder if you would 

Senator Doveuas. I think it is appropriate if I bring it up now 
because it is in connection with this statement of yours. 

Mr. Rornman. May I suggest on that question that one of the econo- 
mists, perhaps Harry Kantor, would like to answer that. 

Mr. Kantor. The Bureau of Labor Statistics would be in a position 
to report in detail on this. It is my understanding that it was never 
called a minimum budget. It has been discontinued for some time. 

Senator Dovatas. The definition is “modest but adequate.” 

Mr. Kantor. I believe it was an objective study of what it was 
intended to include during the period it was made. That has been 
discontinued. 

Senator Doveras. That has been continued down until—when was 
the last? I think the last issue was 1952. 

Mr. Rornman. Senator, on the basis of that, the Workers’ Family 
Budget, for whatever purpose it was prepared, would require a mini- 
mum wage to accomplish it of something around $2.25 an hour. I 
never understood that you were in favor of a minimum wage that high. 

Senator Doveuas. I understand that, but it is at least one factor to 
be taken into consideration in determining the degree to which a 
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minimum wage of 90 cents or $1,800 a year would permit a wage 
earner to support dependents. Since that question has been raised, 
I read from Bulletin 927, United States Department of Labor, “Work- 
ers’ Budgets in the United States,” pages 5 and 6, and so on: 


The wife does all of the cooking, cleaning and laundry without paid assistance 
* * * the food budget provides a diet that approximates the nutritional allow- 
ances recommended by the Food and Nutrition Board of the National Research 
Council. The clothing list * * * provides * * * for the husband, 1 heavy-wool 
suit every 2 years, 1 light-wool suit every 3 years, etc. * * * for the wife, a heavy 
wool coat every 4 years, etc. * * * for the boy 1 sweater or jacket, 2 pairs of 
trousers, 3 shirts, and 8 pairs of shoes each year; * * * for the girl, 1 snow suit 
or heavy coat every 2 years, 4 dresses, and 4 pairs of shoes each year * * *. 
The family owns a small radio, buys 1 daily newspaper, including a Sunday 
edition, and 32 copies of some popular-priced magazine in a year. Movies are 
attended by the husband, wife, and daughter once in 3 weeks and by the son 
once in 2 weeks. A small sum is allocated for children’s toys and games, pets, 
camera supplies, and dues to social and recreational clubs, such as the Boy 
Scouts and women’s civic organizations. School expenses * * * cover * * * 
dues for school clubs and entertainment. The husband has a haircut about 
once every 3 weeks, the son every 5 weeks, and the wife and daughter every 3 
months * * * inexpensive cosmetics for the wife are specified. 


I will add my personal comment: I am glad those items are con- 
sidered. 

A telephone in the dwelling is not considered essential but an average of three 
local calls is made every week. Stationery and stamps are included to provide 
for about one letter a week. 

I am sure Mr. Summerfield couldn’t show a very good financial state- 
ment on the basis of one letter. Apparently at one time this budget 
was carefully made out and was described as moderate but adequate. 

Mr. Roruman. Senator Douglas, I understand that the Workers’ 
Family Budget which BLS used to prepare some years ago and was 
never intended as a minimum budget, and I do not think that it has a 
direct bearing on the question of revising the minimum wage. 

Mrs. Wickens, the Acting Commissioner of Labor Statistics, is here 
and she may wish to comment upon this problem. 

Senator Doveias. Any comments that she wishes to make will be 
very gratefully received. 

Mrs. Wickens. Mr. Chairman, I think the most appropriate thing 
I could do is to give you for the record the statement of the Commis- 
sioner of Labor Statistics at the time this budget was presented to the 
Congress, Mr. Ewan Clague. 

If I may read, I will read a point from that statement. 

Senator Atuorr. What date was that? 

Mrs. Wickens. December 16, 1947, before the Subcommittee of the 
Joint Committee on the Economic Report. 


Before giving you the actual figures— 


Mr. Clague said— 


I should like to describe briefly the level of living which this cost of living study 
represents. 

We have endeavored to carry out the will of the Congress in estimating dollar 
and cents totals which are descriptive of a modest but currently adequate United 
States standard of living. It is not a subsistence budget, it is not a minimum 
budget in the sense in which that term is ordinarily used, but it is far from a 
luxury budget. It does not represent an ideal budget or one based on a few 
people’s notions of what workers should have; rather, it is based on the kinds of 
goods and services workers’ families in the United States actually select. 
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There is one other point, sir, which has a bearing, I think, on the 
question before you that was also covered by Mr. Clague’s statement 
at that time, and it relates to the size of the family for which the budget 
is prepared. 

This was a 4-person family with a working father, a mother who 
did not work, and 2 school-age children. And the next question, 
therefore, is, is this typical, because it is a special kind of family, and 
Mr. Clague said this before the committee on the particular point: 

This brings me to the point that I want to discuss in some detail: How typical 
is this family of four, and how can these budget figures be related to the incomes 
actually received by American families? 

The working population in the cities of the United States is made up of people 
in families of many different sizes. According to the census of 1940, about 9 
percent of the labor force—including manufacturing as well as other types of 
business and employment—were male heads of 4-person families; about 14 per 
cent were heads of 2-person families; 12 percent of 3-person families, and 11 
percent were the heads of families of 5 or more. 

Senator Doveras. And what percentage of the children were in 
the families of five or more? 

Mrs. WIcKENs. I would have to calculate that, and I don’t have it 
handy. 

Senator Auiorr. Well, I think it is safe to assume there are only 
two parents, Mr. Chairman. 

Senator Dove.as. But here is the point: a much larger percentage 
of the children are in the large families than the percentage of large 
families in the total number of families. 

Mrs. WickENs. That is true. 

May I finish? 

Senator Dovanas. As a matter of fact, when I looked at these 
figures some 30 years ago, we had about a third of the children in 
the 10 percent of the families that had 3 or more children. 

Mrs. Wickens. If I may give you the final sentence, because this 
will now add up to a hundred percent : 

The remaining 54 percent of all persons in the labor force in 1940 were single 
individuals, men and women about one-third of whom earned their own living 
and lived independently, and women who were heads of families. 

Mr. Clague then went on to describe the varying characteristics of 
families, and ended by saying: 

Great caution should be used, therefore, in applying this budget to all families 

or even to all families of four persons. 
And in the later publication (Workers’ Budgets in the United States, 
1946 and 1947, Bulletin No. 927, United States Department of Labor) 
at the time when this budget was printed, sir, the Commissioner of 
Labor Statistics made some comparisons for one city of the cost of 
this budget in that city, and the earnings of families of this particular 
type in that city. He called attention to the fact that a man who is 
the head of a family with two children of school age is a man, gen- 
erally speaking, of some experience who has attained some rungs 
up the ladder in his chosen work. We found on that occasion that 
if you took families of this type, 88 percent of them in this particular 
city had earnings of the amount then estimated that that budget cost 
in that city, and 12 percent had less. In other words, the budget 
for the families, which it represented at that time, was not as far from 
the earnings of — of this age group and this degree of expe- 
rience as one might have thought. 


62569 Pt. 3—55——18 
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Mr. Chairman, I should be glad to make available to the committee, 
if you wish to see it, the further testimony and the publication at that 
time given. 

Senator Dove.as. We are very glad to have it. 

I would like to comment, if 1 may, that the last study showed the 
cost of such a budget for a family of 4 ranging between $3,600 for 
New Orleans to $4,300 for Washington, and that the administration 
proposal of 90 cents an hour, even with 2,000 hours per year, would 
come to only $1,800 a year, which is about 40 percent of the average 
cost in these cities for a family of 4, and therefore that should be 
taken into account. 

Also, I hold in my hand the Budget for an Elderly Couple, Esti- 
mated Cost, October 1950, with costs ranging from $1,602 for New 
Orleans to $1,908 for Milwaukee. This is for a couple approximately 
65 years old. Food costs would be low, furniture costs would be low, 
clothing costs would be low, and soon. Also, a number of States have 
made studies on the amount to maintain a self-supporting woman 
without dependents. Our staff has tabulated these data for 13 States 
ranging from $1,723 in Massachusetts in February 1954 to $2,933 in 
New Jersey in October 1954, with a median figure of $2,312 in Arizona 
in February 1954, or approximately $2,300 annually. 

It can hardly be maintained that workers should get appreciably 
less than the amount required to maintain a single woman living away 
from home. The budget figures which I quoted do not make any al- 
lowance for dependents though there may be dependents; there are 
children and there are husbands and wives who are not able to work, 
and must get their cash income from the head of the family. So I 
don’t think that all of this stuff can be thrown out of the window or 
swept under the bed. 

Senator Atuorr. May I inquire is it the chairman’s position in this 
matter that—and, incidentally, I have not had all of this material 
available to me which the consultant for the subcommittee has been 
handling to the chairman, but is it the chairman’s intention in this 
matter to further define and delineate the issues of this matter, that the 
minimum wage in this country should be up to a point where it would 
fulfill these various budgets that the chairman has referred to? 

Senator Dove.as. I am not maintaining that the minimum wage 
should be sufficient to support a family of four, although that is 
greatly to be desired. But I do say that such budgets have objective 
value and that they need to be considered as benchmarks against 
which you could measure your proposed minimums. And certainly 
budgets for elderly couples, budgets for single women, or for a single 
man have a great deal of objective value. 

Senator ALLorr. Well, when they are all added together, Mr. Chair- 
man, don’t they merely say how much it costs to live? 

Senator Dove.as. Well, I think it puts on trial a low wage. 

Senator Atiorr. Well, I am not advocating a low wage, but I am 
trying to find out whether or not the chairman thinks that that is the 
criterion upon which a minimum wage should be based. 
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Senator Doue.as. Well, I would like to read from the finding and 
declaration of policy of the Fair Labor Standards Act passed by Con- 
gress, 

Jongress hereby finds that the existence, in industry engaged in commerce 

or in the production of goods for commerce, of labor conditions detrimental t 
the maintenance of the minimum standard of living necessary for health, effi- 
ciency and general well-being of workers. 
That is the goal toward which we should strive, the maintenance of 
the “minimum standard of living necessary for health, efficiency, and 
general well-being,” and I think it is important for us to consider 
these budgets as factors and not to have them brushed off in a summary 
fashion as the Acting Administrator seems to be doing. 

Senator Atuorr. Mr. Chairman, I am aware of the declaration of 
policy, but at the time that declaration of policy was made Congress 
set the minimum wage at 25 cents, when the average industrial wage 
was about 63 cents. 

Senator Doue.as. It moved up, however, to 40 cents by 1944. 

Senator At.Lorr. Nevertheless, it was 25 cents then, and I am not 
advocating—I am not an advocate at any time of low wages. I think 
the more you are able to pay people generally the more you get out 
of them. 

Senator Doueias. We welcome the support of the Senator from 
Colorado. 

Senator Auworr. I also think that the laborer is worthy of his hire, 
and the hire is worthy of the labor. But the point I was trying to find 
out is, Does the chairman think that these particular budgets which 
he has referred to have any further significance other than the fact 


that they indicate how much it costs these particular types of families 
to live at the scale which was indicated in each of them at that time? 
Senator Dove.as. I think they give an indication as to the type and 


kind of standard of living that the American people would 
have families attain, if possible. 

Senator Atuorr. Then I assume your answer would be “No,” they 
don’t indicate anything beyond that ? 

Senator Dove.as. The Senator from Colorado is very experienced 
as an attorney, but I do not accept these words he is putting in my 
mouth. 

Mr. Roruman. [think at the time of my earlier testimony I pointed 
out, and I think there was agreement that increasing the minimum 
wage and bringing the income standards up is an ideal that we are 
always approaching, and perhaps not quite achieving, because of the 
other factors. 

The rise in the Consumer Price Index points to the desirability of 
making adjustments in the minimum wage, but it doesn’t show that 
it could be done in all cases without causing substantial adverse effects 
on the low-paid workers that might be involved. 


Senator Dovetas. What I take exception to is this sentence in your 
statement : 


The rates are determined on other grounds. 


ike to 
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Now, granted that other grounds enter into consideration, certainly 
these budgets to be should be partially taken into consideration, and 
should not be disregarded. 

Mr. Roruman. If I may go on with the statement, changes in the 
national income, aggr egates of corporate profits, average wages for 
all manufacturing, and estimated trends in productivity have all been 
referred to in discussions of the minimum wage. These measures are 
useful in presenting the setting in which the question of the adjust- 
ment of the minimum is to be answered. They provide no formula 
for making the adjustments. 

National income and profits are not a common fund on which low- 
wage firms operating on narrow margins can draw to meet a higher 
minimum wage. Increases in average wages in all manufacturing 
show what has happened under existing market forces and or ganiza- 
tional arrangements. This average may also have a bearing in con- 
sidering what is desirable. It does not offer a direct measure of what 

can be done with the minimum wage in the setting of the forces, 
economic and other, that have made the present spread in the wage 
structure. 

Nor does the trend in productivity show what is feasible in adjust- 
ing the Federal minimum. The long-term trend of about 3 percent 
in all manufacturing anda little over 2 percent for the whole economy 
covers wide variations in the indicated short-term changes in pro- 
ductivity. 

Senator Doveras. In terms of production workers, the increase is 
more than 3 percent in manufacturing, it is about 314 percent per man- 
hour; isn’t it? 

Mr. Roruman. I have seen that figure referred to. 

Mrs. Wickens? 

Mrs. Wickens. For a recent period that would be true. Over the 
long run, three may be closer. 

Mr. Roruman. In a given year there are marked differences in 
productivity between one industry and another, and within an indus- 
try. It is not useful to examine here whether one measure of pro- 
ductivity or method of computation yields a slightly different and 
slightly better index or trend of overall productivity since these 
measures are so far removed from the immediate problem. The 
overall average of produetivity is raised Whenever’an improvement 
is introduced in an industry, a segment of an industry, or a particular 
plant. The improvement may not be a yplicable in ‘other industries, 
it may not be applicable in other br siti of the same industry, or 
in other plants. 

Senator Doverias. Mr. Rothman, you say we should disregard fam- 
ily budgets, individual budgets, national income, aggregates of corpo- 

rate profits, average wages, trends in productivity; we should throw 
all of them out the window and not consider any. 

Now, what should we consider in fixing minimum wages ¢ 

Mr. Roruman. If you will allow me to continue the statement, 

I think you will find the answer there. 

Of course, we haven’t said that all of these things should be thrown 
out. 

Senator Atxorr. I would like to take that up because I don’t think 
that is what the gentleman has said. I think the record speaks for 
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itself, but I can’t let this statement go unchallenged, because I don’t 
think the Chair’s statement is a fair restatement of what he has just 
said, and, of course, the words are here, and the words will be in the 
record. 

Mr. Roruman. The problem of the minimum wage is a problem 
of low-wage segments of industry and low-wage plants. to some 
extent it is expected that improvements in these industry segments 
and plants in management and organization, tools and equipment, 
and skills of the work force, will offset increases in wage cost result- 
ing from an increase in the minimum wage. But no suitable data 
are available for measuring productivity in the affected industries 
and firms. It is obvious, and is mentioned here only for emphasis, 
that the gains from increased productivity in a steel mill or in an 
electronics plant, are not available to pay higher wages in a sawmill or 
a shirt factory. It is the sawmill and the shirt factory that must be 
studied to see what level of minimum wage is feasible. 

Senator Doveias. Now, just a minute, Mr. Rothman. The in- 
creased productivity in the steel-mill industry as a whole gives in- 
creased earnings to the workers in these industries; doesn’t it? The 
workers with increased earnings will then be able to pay more for 
the shirts or for furniture and, therefore, you have an increase in 
the demand for these produets, and a raise in their value, and hence 
a greater ability on the part of the industry to pay an increased 
wage ¢ 

lf the theory of productivity means anything, it means that the 
gains in peer industries tend to be distributed over the economy 
as a Whole. 

Mr. Roruman. Senator, I think that you may be skipping a few 
steps with regard to the economics of selling and marketing shirts, and 
this question, I think, has come up before. 

I would like to ask Mr. Weiss if he might want to elaborate upon 
the problem of marketing and competition in the shirt-manufacturing 
industry ¢ 

Mr. Weiss. I wouldn't want to take issue with the chairman on his 
statements, and I think that it is no doubt true over the long run, 
but what we are facing here is a few months from now if the Con- 
gress imposes a miminmum.wage, what can the shirtplant do at that 
time? Twenty years later there might be the means for him. to pay 
a high minimum wage, but it doesn’t necessarily follow that he can 
pay it as of the time the Congress imposes it. 

Senator Doverias. Well, of course there have been 6 years during 
which productivity has been increasing, and the real wages of the 
workers have been going up until 1953, I believe. During that time 
the workers purchase more shirts at higher prices. Therefore, the 
financial position of the shirt industry has improved because the gen- 
eral productivity of American industry has increased. 

Mr. Roruman. Senator, you might be confronted with this prob- 
lem: What you say may be true, and the steelworker, who isn’t con- 
fronted with the problem of a 90-cent or $1 minimum wage because 
[ believe they are making more than that, might pay more for a shirt, 
but*as between-two shirt manufacturers,.one who now perhaps pays 
more than any minimum wage that is contemplated, and the one who 
doesn’t, there is going to be a problem with respect to who they sell 
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their shirts by the gross, to the jobber and the wholesaler, and it may 
very well be, and as this statement will point out as we approach this 
problem, we must think in terms of the competition within the par- 
ticular industry, and the particular plants that are in competition 
with each other, and the difference of a few cents in the gross: price 
of a product to the wholesaler may make the difference of who gets 
that sale, and I will come to that in a moment, if I may proceed. 

The low-wage industries and segments of industries most. signifi- 
cantly affected by any increase in the minimum wage are generally 
highly competitive and tend to operate on small-profit margins or at 
the break-even point. A cost increase imposed by a change in the 
law must be considered in terms of the operating margins of the af- 
fected segments and in terms of their competition in the market place: 
Sawmills compete in the sale of lumber, not of houses, and they com- 
pete with other saw mills. A factory making work pants does not sell 
over the retail counter. It competes with another pants factory in 
selling to expert buyers, and a difference of a few cents quoted at the 
factory can make or lose a sale. The extent to which the burden of a 
minimum-wage increase can be absorbed in the affected segments de- 
pends on a number of factors of internal plant operation, and the 
extent to which the burden can be shifted in the form of higher prices 
depends on the market position of the affected firms and ndieatey 
segments. 

In a number of instances where a higher rate would have substantial 
effects, the affected areas are segments of industries with a wide differ- 
ence in wage structure. Some parts of the same industry would 
therefore have no added cost burden. In such a situation it would be 
particularly difficult, barring general inflationary trends, for the af- 
fected segments to raise their prices and maintain their market posi- 
tion at the higher price level. 

The minimum wage went into effect on October 24, 1938. Adminis- 
tration of the law was just getting established when war broke out in 
Europe and the economic situation changed sharply. Then came the 
entry of this country into the war. Little was possible then in study- 
ing the effects of the minimum wage, and evidence of its effects was lost 
in the war and postwar inflation. 

When the minimum was raised to 75 cents the Department of Labor 
undertook a program of studies of its effects. 

Senator Doveras. May I interrupt for a minute? 

I was very pleased that you had with you as a witness earlier in 
the day Mr. H. M. Douty, and I was also very pleased to note in the 
morning paper, I think this morning, that he was one of the civil 
servants who had been singled out for honor by the Institute of Public 
Administration. I congratulate the Department of Labor for having 
his services, and Mr. Douty for this well-deserved honor and recogni- 
tion which has come to him. . 

I remember an article which Mr. Douty wrote on minimum-wage 
regulations in the seamless hosiery industry in the Southern Economic 
Journal of October 1941, in which he came—on page 186—to the fol- 
lowing conclusions : 


There is no evidence to show that the creation of these wage standards resulted 
in the dislocation of employment through plant failures. There are indications 
ot some transfer of employment from low-wage to relatively high-wage firms. 
It does not appear from the available data that the volume of employment:in 
the industry was materially affected during this period. 
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Then there was another study which Mr. Douty published in the 
December 1942, issue of the American Labor Legislation Review, 
under the title “Some Effects on Wage Order Under the Fair Labor 
Standards Act.” He examined— 


Some of the effects of the 32'4-cent minimum wage orders on 4 relatively low 


wage industries, seamless hosiery, cotton textiles, work clothing, and dress 
shirts— 


and came, on page 175, to the following conclusion : 


In none of the four industries is there evidence that the general level of 
employment was affected materially by the introduction of the 83244-cent standard 

So I think your statement that little was possible th studying 
the effects of the minimum wage and that its effects were lost in the 
war inflation was not borne out in this earlier study by one of your 
most valued and honored civil servants. 

Mr. Roruman. The Department of Labor is proud of Mr. Douty. 

The Department has submitted to the committee a study of this 
entire problem that I think encompasses what has been done in the 
Department in this area, and I think the following material in my 
statement summarizes that particular study. 

When the minimum was raised to 75 cents the Department of Labor 
undertook a program of studies of its effects. The new minimum wage 
went into effect January 25, 1950. Some low-wage industries were 
surveyed in March 1950, and one other in April-May. The Korean 
war stopped the research program. The effects of the minimum wage 
could not be traced on account of the much greater economic changes 
caused by the war. The abandoned work included proposed resurveys 
1 year later to see the longer-run adjustments and indirect effect; 
surveys in a number of communities to see the effect of the minimum 
on noncovered employment as an indirect effect; case studies of 100 
substantially affected plants and of several hundred workers laid off, 
with followup studies to see what happened later to these plants and 
the workers. 

The surveys completed in a few low-wage industries showed that the 
immediate result was substantial adjustment of wages to meet the new 
minimum wage. These surveys are the best measure of the short-run 
effect in low-wage employment generally. They are of central im- 
portance in appraising what can be done now. 

The surveys provide a measure of impact on wages in terms of the 
proportion of employees in these industry segments that had to be 
paid higher wages to bring them up to 75 cents, and the proportion 
by which the total wage bill in these segments had to be increased to 
come up exactly tothe minimum. This cost burden must be appraised 
in terms of the economic conditions of the affected industry segments. 

The next topic is 90 cents an hour. 

_ The wage surveys provide the best guide. It is true that they are 
limited in number, and that there are qualifications needed in their 
evaluation. The broadest of the qualifications may be stated briefly. 

The increase was introduced and the surveys taken immediately 
afterward in a period relatively favorable to adjustment. The sur- 
veys show only very shortrun effects, and the long-run full adjust- 
ment was taken completely out of the sphere of minimum-wage effects 
by the Korean war inflation 

Senator Doveias. Mr. Rothman, I might remark that it was the 
question of possible adverse short-run effects that Mr. Weiss raised. 
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He admitted that the long-run effects of an increase in productivity 
in other industries would give increased demand for the products of 
an industry which might be troubled at the moment, but he said the 
short-run effects might be difficult. Now, you are saying that the 
short-run effects were not adverse at all, but you might be afraid of 
the long run. 

Mr. Weiss. Well, short and long, Senator, are quite broad terms. 
We were hoping to study it about a year later, and a year later we 
would have drawn—— 

Senator Doue.as. In other words, you have collapsible terms which 
you can expand and contract? That is one of the semantic difficulties 
which sometimes makes it difficult for the Congress to understand 
experts. 

Mr. Roraman. The information that was secured is the best that 
has ever been available, and it provides the best factual base that 
public policymakers have ever had before them on review of the Fed- 
eral minimum wage. 

In addition, there are recent surveys of the same industries for use 
in appraising proposals to increase the minimum. While these sur- 
veys are not identical in timing with respect to the introduction of 
the 75-cent rate in 19: 0, and the current proposal for an increase, they 
are sufliciently close in this respect also to provide comparable in- 
formation. 

When the Congress voted the 75-cent rate it was deemed necessary 
to exclude substantial numbers of low-paid workers from the mini- 
mum wage who had previously been covered by it, presumably in order 
to avoid serious adverse effects on their employment and earnings. 
It may be noted also that the imposition of the 75-cent rate led to an 
enormous increase in the demand for learner certificates permitting 
rates below the minimum, to prevent curtailment of employment. 
This pressure disappeared with the onset of the Korean war infla- 
tion. 

Some difficulties in adjusting to the new minimum were found in 
a number of instances. In the Louisiana cane-sugar industry some 
layoffs in the 1950 season, which starts in the fall of the year, were 
attributed to the 75-cent minimum despite the sharp rise in sugar 
prices in the summer of 1950. The fact that in Southern sawmills 
there is still a marked bunching of wage earners at or just above the 
minimum, and that a similar tendency appears in some other low- 
wage industries, suggests the difficulty of the adjustment to the 75- 
cent rate. In the absence of extraor ‘dinarily favoring circumstances 
for an increase in the minimum wage, the impact measured in March 
1950, sets the upper limit for sound recommendation and decision. 

The basic measures of impact are the proportion of employees be- 
low a proposed rate and the percentage increase in labor cost, that is, 
in the wage bill of the affected firms, required to bring these employees 
up to that rate. Other judgments must start with these measures as 
the initial and basic facts. 

The 75-cent rate affected directly 69 percent of the employees in 
Souther n sawmills, and required a direct wage bill increase of 14 per- 
cent. A 90-cent rate would require increases to 74 percent of the 
employees and a wage bill increase of 9 percent. In men’s seamless 
ee y 75 cents required i increases for 24 percent of the employees and 

3 percent increase in wage bill. A 90-cent rate would require raises 
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for 30 percent of the employees, and a 3 percent direct increase in - 
wage bill. In men’s dress shirts and nightwear, the 75-cent rate 
quired i increases for 37 percent of the employees, 5 percent in the wage 
hill: 90 cents would raise 33 percent of the employees, with a 3 percent 
direct wage bill increase. 

Data available from a 1949 survey of the work clothing industry 
in dicate that the 75-cent rate would hi ~ required a direct increase to 
2 percent of the employees with a 9 percent increase in wage bill. 
A recent survey in the work clothing industry shows that a 90-cent 
rate would affect directly about the same proportion of employees, 51 
percent, and raise the wage bill 5 percent. 

The above material relates only to direct effects, that is, to wage 
increases for individual employees receiving less th: an the legal mini 
mum, whose pay was required by law to be raised to an amount equal 
tothe minimum. There may be many indirect effects, but their nature 
has never been analyzed or their magnitude measured. The historical 
accident of war inflation following the initiation of the minimum 
wage and again following the increase in the minimum made it impos 
sible to explore this subject. Some observations from the surveys of 
early 1950 eee be noted, as suggesting lines of inquiry in such an 
analysis. Scattered observations of wages of exempt logging em 
ployees in the Southern sawmilling industry employed by sawimills, 
which are subject to the minimum wage, suggests a tendency for an 
increase in the wage rate of such exempt employees when their 
employer has to increase the wages of his covered employees because 
of a change in the law. 

A somewhat different clue on indirect effect may be mentioned 
with respect to the fertilizer industry. The amendments of 1949, 
which exempted logging operations with 12 or less employees from 
the minimum wage, also excluded fertilizer plants doing only intra 
state business. Some of these plants were included in the survey, and 
indicated significant increases in wages following the imposition of 
the 75-cent rate. While the wage increases noted may have been due 
to the generally favorable conditions for wages increases in the early 
months of 1950, they-may be due in part to influences on wages in 
exempt plants,in an industry generally or substantially subject to the 
minimum and affected by the increase in it. 

Perhaps a third type of clue on the question of indirect effects is 
contained in figures from the surveys made in March 1950. The direct 
wage bill increase required in the Southern sawmill industry was 14 
percent, and the actual increase shown in the March survey was 
16 percent. The direct wage bill increase in men’s dress shirts re- 
quired by the new rate was 5 percent, and the survey showed an 
increase of 8 percent. The survey in men’s seamless hosiery covered 
three areas. The direct wage bill increase required was 6 percent 
in the Hickory-Statesville area of North Carolina, and the increase 
found in the survey was 8 percent. The direct increase required in 
Reading, Pa., was 3 percent, and the survey showed 7 percent. For 
Winston-Salem-High Point, the required direct wage bill increase 
was 1 percent, and ‘the actual increase found was 3 percent. In saw- 
mills the additional wage change was one-seventh of that required ; 
indress shirts it was three-fifths as large-as the required change, in 
Hickory-Statesville one-third as large as ‘the direct wage-bill increase ; 
in Reading, 114 times as large, and in Winston-Salem-High Point, 
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twice as large as the direct increase required by the new minimum 
wage. 

This might suggest an hypothesis that where the direct wage bill 
increase required by the law is extremely great, the immediate effect 
is to compress differentials, and that the relative size of the indirect 
wage bill increase may be progressively greater as the direct impact 
decreases for any area in which the direct wage bill increase itself 
represents a significant cost impact. 

It must be pointed out emphatically that these are merely a few 
fragments that appear to suggest clues in analysis of the problem of 
indirect effects. The problem itself must be studied in terms of 
internal adjustments in plants, segments of industries and industry, 
and of the Ce areas on which they draw and the markets in which 
they sell. Effective generalization on the direction taken by indirect 
effects of the minimum wage increase and their magnitude would 
require full-scale study during a sufficiently long period for analysis 
under conditions when no overwhelming extraneous forces such as a 
war inflation obscure the evidence. No such generalizations can be 
inferred from information now available on indirect effects. 

The data on direct effects constitute the basic information available 
for analysis of the upper limit of an increase in the minimum wage. 

In terms of the present economic situation as compared with 
January-March 1950, the indicated direct wage impact of 90 cents 
is of equal magnitude to that of 75 cents in 1950. 

Senator Doveras. Mr. Rothman, may I interrupt you there to put 
some figures into the record. 

The figures we have been able to gather show, for instance, that 
the direct effect of the increase of the wage to the 75-cent minimum 
in 1950 was 14 percent in Southern sawmills. According to your 
estimates, the direct effect of an increase to 90 cents in 1955 would 
be 9 percent, or 5 percent less. The effect of an increase to $1 would 
be 18 percent. 

In men’s dress shirts, the direct effect in January 1950, was 5 
percent, but would only be 3 percent for a 90-cent wage in 1955 and 7 
percent for a dollar wage. 

In work clothing the effect of the 75-cent minimum in 1950 was a 
#-percent increase in the wage bill. Only a 5-percent increase would 
result from a 90-cent minimum, and 11 percent from a dollar minimum. 

The 1955 effects which you estimate are overestimates because they 
seem to be based on 1954 data and there appears to have been an 
increase in average hourly earnings since 1954. I think you will find 
the necessary increases in 1955 are appreciably less than the increases 
which would have been necessary on the basis of 1954 data. 
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Mr. Weiss. Senator, were there increases in these low-wage indus- 
tries we have been talking about? Our evidence is that they are fairly 
stable, or in some cases even slightly decreased since the spring of 
1954 the period for which we submitted our data. 

Senator Doveras. That hasn’t been demonstrated. While we ap- 
preciate the value of the 1954 data, they maximize the increase in cost 
which might occur as a result of an increase in the minimum wage 
in 1955. 

I wanted to put that in the record at this point. 

Go ahead, Mr. Rothman. 

Mr. Rornman. Continuing, the comparison of these indications 
for the 90-cent rate with estimates of impact of a rate of $1 shows 
the striking increase in impact at the higher figure. In Southern 
sawmills, the directly affected employees would be 84 percent, instead 
of 74 percent; in men’s seamless hosiery, 46 percent instead of 30 
percent; in men’s dress shirts and nightwear, 46 percent, instead of 
33 percent. In work clothing, the figure would be 67 percent, instead 
of 51 percent. 

A rate of $1 would have a direct wage bill impact 100 percent 

ater than would 90 cents. In Southern sawmills the direct increase 
in wage bill would be 18 percent instead of 9 percent; in men’s dress 
shirts and nightwear, 7 percent instead of 3 percent; and in work 
clothing, 11 percent instead of 5 percent. 

These comparisons are typical of low-wage segments of industry. 

Senator Dovenas. I would like to point out that those are estimates 
again based on 1954 figures, and even on the basis of these 1954 figures 
they are not appreciably greater than the effect of the 75-cent minimum 
in 1950. 

Mr. Roruman. Would any of the economists wish to add anything 
that might be helpful on that matter? 

Mr. Kantor. I have some rough notes indicating that between 
February 1954 and February 1955, average hourly earnings in work 
shirts declined 3 cents; in household apparel, it stayed unchanged; in 
underwear and nightwear, went down 2 cents; in shirts, collars, and 
nightwear, declined 1 cent; in separate trousers, declined 3 cents; 
children’s underwear, down 3 cents; gloves and miscellaneous, un- 
changed ; handbags and small leather goods, down 2 cents; yarn mills, 
unchanged, corsets, and-—— 

Senator Doverias. What happened in the case of sawmills? 

Mr. Wess. Can’t find sawmills on this table. 

Mr. Kantor. I can get that. I am sorry, I do not have it. 

Senator Doveras. I wonder if you would have that for the record, 
and also include candy and confectionery ? 
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(The statistics referred to appear in the following tables :) 


MANUFACTURING INDUSTRIES WiTH Gross AVERAGE Hour_Ly EARNINGS (FOR PRO- 
DUCTION WorRKERS) BELOW $1.50 IN FEBRUARY 1955 


1. February 1955 compared with February 1954 


ail ‘ | Average weekly 
Average hourly earnings hours 
Industry Change, 


| . j 
Febru- | Febru- | Febru- | Febru- | Febru- 


54~- 
ary 1955 | ary 1954 | Sty pone | ary 1955 | ary 1954 
} ary 1955 


A. Industries with an increase in average pearly 
earnings, Februs ry 1954 to February 1955 
Southern sawmills and planing mills_ 
Tobacco steraming and redrying 
Sear less hosiery (South) -_-- 
Cigars 
Curtains, draperies, and other house fur- 
nishings 
Miscellaneous apparel and accessories 
Sea nless hosiery (North) 
Knit underwear 
Processed waste and recovered fibers 
Wooden containers_. 
Wooden boxes other than cigar ! 
Cotton, silk, synthetic fiber (South) _- 
rhread mills 
Footwear (except rubber) 
Boot and shoe cut stock and findings-- 
Canvas products 
Wood household furniture, except uphol- 
stered . 
Textile bacs 
Cordage and twine-. 
Miscellaneous wood products 
Confectionery 2 
Vegetable oils a 
Cotton, silk, synthetic fiber (North). i 
Confectionery and related products- - - 
Tobacco and snuff... 
Manufactured ice - 
Fertilizers__- 
Greeting cards ; 
Canned fruits, vegetables, and soups 
B. Industries with no increase or a decrease in aver- 
age hourly earnings, February 1954 to k ebruary 
1955: 
Work s*irts 
Women’s household apparel 
Underwear and nightwear, exeapt corsets... 
Shirts, collars, and nightwear - - - <F 
Separate trousers. -.- a . 
Children’s ov terwear-_. 
Handbags and small leather goods 
Gloves and miscellaneous leather goods- 
Yarn mills Mh Adaanthiebdabnd 
Corsets and allied garments. __._-- 
Narrow fabrics and smallwares 
Knit outerwear 
Costume jewelrv, buttons, notions 
Bottled soft dr inks. , 
Full-fas’ ioned hosiery (South). 
Women’s dresses. iosalamens 
Wood office furniture 
Full-fas*ioned hosiery (North) 49 | 
All manufacturing industries 2 . 85 | 
Durable goods. - 
Nondurable goods . 68 
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1 Wooden boxes other than cigar, SIC 2444, is a subdivision of SIC 244, wooden containers. 
2 Candy and confectionery, SIC 2071, is a subdivision of SIC 207, confectionery and related products 
Similar published data are not available for SIC 2071 for the Southern branch of the industry. 


Source: U. S. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, May 1955 
Data have been revised to lst quarter 1954 benchmark. Revised data are presented above, and will be 
published in May 1955 issue of Employment and Earnings 
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2. March 1955 compared with March 1954 


Average hourly earnings Aver eres kly 
Industry Change, 
March March — h 
O58! 5 
1955 1954 March 
1955 


A, Industries with an incfease in average hourly 
earnings-<March 1954 to March 1055: 
Southern sawn ills and mManing mills 
Seanless hosiery (South) 
Cigars 
Curtains, draperies, and other house furnish- 
ings 
Tobacco stemming and redrying 
Sea’ less hosiery (North) 
Knit underwear 
Processed waste and recovered fibers 
Wooden containers 
Wooden boxes other than cigar ! 
Gloves and miscellaneous leather goods 
Yarn ills 
Cotton, silk and synthetic fibers (South) 
Thread mills 
Boot and shoe cut stock and findings 
lextile bags 
Cordage and twine 
Miscellaneous wood products 
Confectionery ? 
Vegetable oils. 
Cotton, silk, synthetic fibers (North) 
Fertilizers 
Manufactured ice. 
Confectionery and related products 
Tobacco and snuff 
Greeting cards 
B. Industries with no increase or a decrease in aver- 
age hourly earnings March 1954 to March 1955: 
Work shirts 
Women’s household apparel 
Shirts, collars, and nightwear 
Underwear and nightwear — corsets _ __ 
Separate trousers --. 
Children’s outerwear 
Miscellaneous apparel and accessories -_ 
Handbags and small leather goods 
Corsets and allied garments_. 
Footwear (except rubber) -- 
Canvas products - 
Wood household furniture, except — 
stered ‘ 
Narrow fabrics and small wares __ 
Knit outerwear. __ 
Costume jewelry, buttons, notions _- 
Canned fruits, vegetables and soups. 
Bottled soft drinks __ 
Full-fashioned hosiery (South) 
Full-fashioned hosiery (Nasth). 
Women’s dresses *__ j 
Wood office furniture __ E 
All manufacturing industries_.__.......-- 
Durable goods. __-_ 
Nondurable goods 
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1 Wooden boxes other than cigar, SIC 2444, is a subdivision of SIC 244: Wooden containers. 
2 Candy and confectionery, SIC 2071, is a subdivision of SIC 207: Confectionery and related products. 
Bimilar published data are not av ailable for SIC 2071 for the Southern branch of the industry. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, May 1955. 
Data have been revised to Ist quarter 1954 benchmark. Revised data are presented above, and will be 
published in May 1955 issue of Employment and Earnings. 
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Mr. Roraman. May I continue, sir? 

Senator Dove.as. I would also like to point out that the 1954 figures 
do not include shift differentials which can be counted as wages 
according to the Wages and Hours Act. 

Mr. Roruman. According to the figures that we have'and are using, 
in the southern branch of the men’s and boys’ dress shirt industry the 
direet wage bill increase with a $1 minimum would be 12 percent 
compared with 5 percent at 90 cents; in- werk clothing 44 percent com- 
pared with 7 percent; in processed waste, 15 percent compared with 7 
percent; in candy and confectionery, 9 percent compared with 3 
percent. 

The southern sawmill industry was the beneficiary of a 10-percent 
increase in the price of southern pine in the 5 months prec eding the 
75-cent rate, at even more fortunately, of the sharp upturn in build- 
ing construction that came at the same time as the new rate. The 
price of southern pine during the past few months has been stable. 
Building construction is now at record levels, and there is increasing 
public discussion of a possible leveling off in building construction, 
and thus in the demand for lumber. 

Early in 1950 there was an upturn from a temporary recession, 
under pressure of the huge backlog of demand for housing and goods 
backed by money disbursed in the war and postwar inflation. That 
is not the case now. The economy is sound, but there are no longer 
the inflationary pressures of 5 years ago, and no peculiarly favorable 
position in consumer reserves. Tle emphasis is on stability and steady, 
solidly based growth. 

This gives reason to believe that an increase in the minimum wage 
with an impact no greater in relation to current conditions than that 
of the 75-cent rate in 1950 can be absorbed without disruptive effects. 
The recommended increase to 90 cents would have a direct impact of 
the same magnitude as the 75-cent rate had. Disruptive effect on 
prices or unemployment of low-paid workers is invited by any increase 
above that figure. 

As stated in earlier testimony, there is no experience on which to 
base the expectation that a greater impact could be sustained in these 
industries without causing substantial curtailment of employment or 
creating unanticipated indirect effects. Thank you. 

Senator Dovetas. Do I understand that this recommendation for a 


90-cent minimum wage is the recommendation ‘of the Department 
of Labor? 


Mr. Roruman. Yes, sir. 

Senator Dovetas. Is it the recommendation of the administration ? 

Mr. Rornman. I think the President’s state of the Union message 
and economic report so indicates, 

Senator Doveras. In other words, it was proper for the President 
to make a recommendation for a 90-cent minimum wage, but he thinks 
it improper to make a recommendation on the more important subject: 
of coverage / 

Mr. Roruman. I think it was proper for the administration to make 
a recommendation on the minimum wage, and also to make a recom- 
mendation as to the principles to be applied when Congress studies 
the problem of increased minimum wage so that many workers who 
do not have the benefits of minimum wage protection will not be 
injured by only some getting an increase and not others. 
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Senator Doveias. But you seem to be much more specific m you! 
recommendations on the increase in the minimum wage than in the 
-ubject of coverage. On the scale you say “90 cents, no more,” but on 
coverage you say, “Do what you want with it.” 

We have a letter as to Puerto Rico which has me mystified, not the 
letter but the problem. 

Do you want to make any comments on Puerto Rico? The letter is 
under date of May 18, signed by the Secretary of Labor, which I will 
ask to have this letter made a part of the record at that point in the 
hearings when we considered the Puerto Rican question. I wonder 
if you had any comments that you wanted to make on that point? 

(The letter appears in part 2 of the hearings of May 5.) 

Mr. Rornman. I do want to express our regrets in not having this 
letter to the subcommittee at an earlier time. The letter states the 
Department’s position on this matter, and I will be very pleased to 
submit any additional information the committee wants on the matter, 
and you may note that in the letter we state that if the subcommittee 
wished us to draft amendatory proposals which would be illustrative 
of what it is that we have in mind, we would be very happy to co 
operate at your request. 

Senator Dove.as. I would appreciate it if you would do that be- 
cause that is one of the most difficult problems that we have to solve. 

I have no further questions. 

Senator Allott? 

Senator Attorr. No, I have no questions. 

Senator Doveias. Thank you very much. 

Now, Mr. Barkin, I think, has certain comments to make on the cost 
of living index. I believe that the opportunity to answer should be 
given and that approximately the same time should be accorded to Mr. 
Barkin as was necessary to produce the evidence. We will be very glad 
to have you, Mr. Barkin, but I must say I have an engagement which 
will compel me to leave at about 12: 20. 


STATEMENT OF SOLOMON BARKIN, CHAIRMAN, CIO FAIR LABOR 
STANDARDS COMMITTEE 


Mr. Barry. I believe, Senator, I can constrain myself to that short 
period of time. 

I appreciate this opportunity and I shall not burden you with mate- 
rials that I would like to submit, but will forward them to you in sys- 
tematic order. 

But I do believe that the objective treatment of the material before 
your committee demands that the great injustice which has been done 
to the good, clean record of the Bureau of Labor Statistics past ob- 
jectivity be pointed out, and be submitted here as a demonstration of 
the excessive divergence from objective civil service to the congres- 
sional committees. 

Before dealing with that, I want to call your attention to what is 
the most important matter, namely, that the Bureau of Labor Statis- 
tics in its memorandum on the CIO analysis of differences in average 
hourly. earnings had unfortunately in the oral testimony of Mrs. 
Wickens omitted the most significant conclusion in that memorandum, 
and I am now referring to the mimeographed sheet on page 3: the 
statement of the Bureau of Labor Statistics, May 16. 

Senator Dove.as. Is that the estimate of increases in the cost of 
living ¢ 
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Mr. Barkin. No, the statement on CIO analysis of differences in 
averages of hourly earnings. 

Senator, and members of the committee, the first sentence is a signif- 
icant one, particularly in-view of the attitude and opinions expressed, 
and the conclusiveness of the judgment presented here by Mr. Roth- 
man on behalf of the Department of oa. Here is this important 
statistical finding, the real statistical differences between the two 
figures then, aside from differences in definition, is approximately 3 
cents. You recall in our submission in fact sheet No. 12 we said that 
the difference was 5 cents. There is a difference now between the BLS 
and ours of 3 to 5 cents. As you indicated, Senator, if you add the 5- 
cent increase in average hourly earnings since February 1954 and the 
» cents, or if we break the difference between us, 4 cents, or even 5, 
accept the 3 cents which they offer now, the impact has been reduced 
in the order of 8 cents, as a minimum. Five cents is the rise in the 
average hourly earnings from February 1954, and 3 cents is the 
amount which the Bureau of Labor Statistics is willing to concede 
as a differential between the wage distribution study which they sub- 
mitted and the BLS monthly review, gives you a total of 8 cents for 
average hourly earnings for manufacturing industries as a whole, 
which indicates that the magnitude of adjustment is reduced to 
infinitesimal amounts. The Bureau of Labor Statistics and we have 
been in agreement on the overall effect on manufacturing industries 
before adjustments. Just to quote their own figure—they said that 
the dollar minimum would have an effect of 1.6 percent as against our 
estimate of 1.4 percent; and that is in terms of Febreary 1954 and in 
terms of their wage distribution study. 

If you make allowance for those 8 cents additional for which we 
have now a substantial basis of agreement, you see that that adjust- 
ment of 8 cents in the average hourly earnings for manufacturing 
industries which, if translated to all of the other industries, would 
probably be of equal magnitude, the impact of the 90 cents, $1, $1.10, 
and $1.25, on wnich we have submitted estimates, would be very con- 
siderably reduced. 

Not only that, Senator Douglas, the Bureau of Labor Statistics in 
«ppearing before you here unfortunately in this document did not 
perform a necessary service of evaluating the other corrections which 
are necessary. They, of course, have nothing to do with the Wage 
and Hour Division. Consequently you have the extremely interesting 
fact that the Bureau of Labor Statistics, which under its order is a 
relatively autonomous body for fact collected, and the Wage and 
Hour Division which deals with different problems were not coor- 
dinated into a single appraisal. When Mr. Rothman presented his 
data he did not undertake to make the corrections for the true impact 
of the higher minimum. He merely took the Bureau of Labor Sta- 
tistics data which includes many people who are not covered by the 
act,asin logging. As T recall the number of logging employees exempt 
under the act are somewhere in the order of 140,000 people, but they 
are included in these figures of impact which he presented to you. 

Senator Dovue.as. Is it your contention that the workers not in- 
cluded would lower the average wage if they were included? 

Mr. Barxrn. Oh, we know that, yes. If you exclude the industries 
which are exempt, but which are now covered in the wage distribution 
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on which the Department of Labor measures its impact, if you exclude 
them, the impact would be greatly reduced. 

I made a very rough estimate, because I don’t have the facilities to 
go into detail and go back to the original wage reports, and sort out 
and sift out. I attempted roughly to make an estimate, and you 
recall by making an allowance merely for learners, apprentices, handi- 
capped workers, and uncovered workers, I considerably reduced the 
impact. 

There was one important statement which Mr. Rothman made, and 
which must be noted, that in the transition from the early effects of 
the new minimum to a later period, the employer has the learners’ 
certificates with which to cushion the impact so that the immediate 
effect is much lower. We know that one of the effects of a rise in the 
minimum is an increase in the number of learners’ certificates during 
the transition period immediately after the effective date. The impact 
of which he speaks is grossly exaggerated, on all of these accounts. 

There is a 5-cent rise in average hourly earnings; there is a 3-cent 
difference between the monthly reports and their distribution on which 
we have agreement. My estimate is 5 cents. That gives you some 
measure for judgment. 

There is the problem of the shift differential which has been omitted 
in their estimate of impact. The amount of money included in the 
shift differential permits employers to meet the legal minimum with- 
out having to give an increase. ‘There are the exemptions for learners, 
apprentices, and handicapped workers, and the exempt employees, all 
overlooked in their estimate. The consequences, Mr. Chairman, is 
that their concern is all out of proportion with the facts which are 
in their own possession. 

I don’t want to comment in detail on the presentation which we 
heard from Mr. Rothman because I have never heard anything like 
that in my 20 years of work in connection with Federal minimum wage 
legislation, because my own career in this work dates back to 1933. I 
was one of the early employees of the NRA. I have been in every 
subsequent minimum wage fight. It is disappointing to hear the De- 
partment of Labor come up here and avoid all discussion of the impact 
of low wages on industry, competitive problems, cost of living and 
desirable standards of living. The Department of Labor’s presenta- 
tion limits its concern to little industries, little things where they can 
vet big numbers in order to exaggerate the impact. They are worried 
wbout the men’s shirt industry. The manufacturers of the men’s shirt 
industry testified before you. They are in favor of $1, or more. 

There are manufacturers in the seamless hosiery industry who have 
written to individual Congressmen and Senators. I have spoken to 
several of them from the State of Pennsylvania, and the States of 
lennessee and North Carolina, individual ones who can’t publicly an- 
nounce their position because of the pressure within the industry, who 
themselves are now paying 75 cents but who are praying for $1 because 
they are ashamed of the rate they are paying. And yet the Depart- 
ment of Labor appears before you accenting the economic effects on a 
small industry without even studying whether or not that economic 
effect would be as they theoretically presume, or the results would be 
much more constructive. 

To return to the second matter on which I would like to comment, 
this matter of the cost of living. Frankly my relations with the 
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Bureau of Labor Statistics dates over these many years. I have served 
on statistical technical committees. I have defended the Bureau of 
Labor Statistics over many years. I have been as interested a guardian 
of the objectivity of the Bureau as anybody in the United States. I 
have differed with members, economists, and research men in the labor 
movement, to be sure. to protect the position of the Bureau of Labor 
Statistics. Even in the battle of 1944 when there was all that con- 
cern, I was one of the few economists in the trade-union movement 
who appeared before labor groups and even professional associations 
indicating that I differed with many of the positions taken by the other 
trade-union economists, and I am amazed at this document here, Sena- 
tor. Why? First, Mr. Rothman makes a statement which I believe 
is untrue. 

I would like to be checked because my memory of this fact may be 
faulty. He says that the WPA emergency budget was repriced in 
1949. To my knowledge, the only pricing, real field pricing which 
has been made, is the one which I made in 1944. 

Why did I make it? Because there was no governmental agency 
at that time which was concerned about finding out how the low- 
income groups were faring. In order to assure complete objectivity, 
in order to get facts which were incontrovertible, very frankiy, I have 
always followed the simple principle in appearing before Govern- 
ment agencies of never getting into wrangles on techniques and small 
differences in data because there are larger objectives, because the 
differences of technicians should not befuddle the legislators and the 
policymakers. 

Well, the Bureau of Labor Statistics appeared before you here and 
did something which I had hoped they would never have done. They 
make a statement which I would like to read : 

Price data do not exist either for 1950 or 1955 for types of qualities of goods 
not priced for the Consumer Price Index. Hence, no account can be taken of 
this factor. 

Gentlemen, what is the difference, what is the primary cause for the 
relatively greater rise in the cost of living for the low-income group?! 
Is it differences of weighting? No, sir. It is the differences in the 
price trends of the goods they consume. 

Gentlemen, let me show you what I mean. In my own study in 
1944, what did I find? If I measured the difference between the 
prices of the goods of 1935 and 1944, and merely changed the weight- 
ing I wouldn't have gotten the 40-percent difference that I found. 
The reason the difference occurred, and the reason the pricing had 
to be made is that I priced different kinds of goods. I priced the 
goods that the low-income people were buying, and effect it bad. I 
sat down with members of the Bureau of Labor Statistics. We had 
to write out new specifications. We had to find new goods because 
they had not priced the goods bought by low-income groups. We 
had to find the stores where working people bought them. All of 
that material had to be developed. During the interim since I have 
been informed of the fact that I would have to meet this kind of 
problem, I have consulted with members and technicians of the 
Bureau of Labor Statistics. with relief agencies over the country, 
trying to assemble shreds of evidence, but there are none. The Bureau 
of Labor Statistics, in its new Consumer Price Index, you know, in 
1953, raised the average income level of the people for whom they 
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have an index I think by about 7 percent over the previous index. 
They have given up pricing and developing specification for low- 
income groups. 

What I am amazed about is not this statement but that on the 
foundation of this statement that a man, a technician concerned with 
these problems, would jump to the conclusion that you can measure 
the changes in the cost of living for the low-income groups by merely 
changing the weights of the price changes for the middle and higher 
income groups Ww hich are now being measured. 

Gentlemen, this is not worthy of a professional presentation for the 
guidance of legislative policy in the United States. It is not worthy 
of the tradition and the fight for objectivity that the Bureau of Labor 
Statistics had made over these many years. There are many other 
problems in this document that I could comment on, particularly in 
Mr. Rothman’s statement. 

I am also concerned with one additional matter in Mr. Rothman’s 
statement: we have constant reference to the fact that they can’t offer 
opinions because studies are not available. 

True, studies are not available on many subjects, and we have so- 
licited funds for studies of all kinds from the C ongress of the United 
States, but what I am concerned with is in view of the fact that Mr. 
Rothman was so solicitous about the opinions that he could present 
and the caution he exercised in voicing his sentiments about matters 
in this statement of his, why, the Bureau of Labor Statistics did not 
exercise similar caution concerning its conclusions on all matters for 
which it had no data and for which it had no particular basis of arriv- 
ing at its judgement. 

Senator Douglas, I think it would be the unanimous conviction of 
all students of this problem that there has been a differential in the 
rise in the cost of living for low-income groups. 

I found at one period a 0.4 differential. Let me indicate to you, 
members of the committee, that during the period 1935 to 1944, this 
0.4 difference resulted from the following figures. 

Senator Antorr. Do you mean 0.4 percent ? 

Mr. Barkrn. It is 0.4 percent greater. 

Senator ALtiorr. Four-tenths of 1 percent. 

Mr. Barxtn. Yes. 

Senator Doveias. Roughly, you showed an increase of 35 percent 
in the cost of living between 1955 and 1944 for the low-income fam- 
ilies rather than 25 percent. 

Senator Atiorr. Well, 0.4 is four-tenths of 1 percent. 

Mr. Barkin. May I say for each 1 percent rise in the cost of living 
for the middle income groups, there was a 1.4 increase for the lower- 
income groups, which we were making. 

Senator Attorr. Then that is four-tenths of : 1 percent over the 
middle-income group. 

Mr. Barkin. It is 40 percent. It is 1 to 1.4. 

Senator Attorr. Well, 1.4 as compared to 1 percent is an increase 
of 0.4 percent. 

Mr. Barkin. Numerically but not percentagewise. The differ 
cnece——— 

Senator Attorr. I don’t care what it is. I am trying to find out 
What you are saying. It is an increase of 1 percent to 1.4 percent. 
It isan increase of four-tenths of 1 percent. 
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Mr. Barkin. Correct, for each percentage, there is an increase of 
four-tenths of 1 percent. 

Senator Atiorr. Well, that is an increase of far greater than you 
have indicated in your statement than. 

Mr. Barkin. Senator, I don’t think so, because I have indicated 
that there was a 14 percent increase in the cost of living for the middle- 
income groups, and I therefore said that for the low-income groups 
there was no doubt a higher percentage increase. 

Senator Dovuag.as. That is based on the experience from 1935 to 
1944. 

Mr. Barkin. That is right, and I believe in order to play safe and 
in view of the fact that there may have been other changes, that in 
order to be conservative, I selected a figure of 1.25, to be conservative. 
There may have been some aberrations during the war period which 
are not completely reflected now, so I used the 1.25 as my midpoint 
between those two. That is what my testimony offered. 

Senator Atvorr. In other words, that is 1.25 percent. 

Mr. Barkin. Correct. It is rather interesting, members of the 
committee, that in the original study, and I have alre: ady submitted 
this for the record, that for food costs—there was no chi inge between 
the low-income group and the middle-income group during this period 
of study. There was only a slight difference in the matter of rent; 
there was a slight difference in the matter of gas and electric. The 
great increases ‘during that period were fuel, electric, and ice, house- 
furnishings, clothing, in descending order, and miscellaneous services. 

Now, in view of this fact that the order of magnitude of change 
in price levels varies for different income groups, and we know 
that 

Senator Doveras. Well, you can’t prove that the increase of the 
cost of living in the low-income groups during these last 6 years has 
been 40 percent greater than the general increase. What you do is 
to argue from analogy. You say ‘that it was 40 percent greater for 
the decade from 1935 to 1944, and therefore you say it is probable 
that it was the same for the 6 years from 1950 to 1955. 

Mr. Barkin. Correct. I do, however, believe, as a result of my 
conversations with experts in this field, that there is a measurable 
difference in the change in the cost. of livi ing between them and con- 
sequently to eliminate the possibility of wartime flaws in my estimates, 
I draw it down to 1.25, 

Mr. Chairman, I know your time is up. I would like to have one 
more statement, particularly with respect to the productivity com- 
ments that Mr. Rothman made. I am amazed again that Mr. Roth- 
man and people who helped him in preparing the text, did not utilize 
the tremendous research on productivity in the low-wage industries 
available to the Department of Labor made by the Bureau of Labor 
Statistics. 

I am submitting to you as fact sheet No. 18—we come up to that 
number, Senator, in order to be sure that you have all of the data 
that we have in our possession—a complete list of the productivity 
increases in some of the very industries he is talking about. Let me 
just read them, simply to show—— 

Senator Doveras. Where did you get these figures ? 
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Mr. Barkin. It just shows you that those of us who know the 
resources of the Department of Labor find printed material bearing 
on the subject on which Mr. Rothman testified there were no data. 

Senator Dove.ias. That is, you are not presenting any classified 
data ? 

Mr. Barkrn. These are all printed reports, and fortunately my 
eyes follow the printing press which turns out the material of the 
BLS. 

Let me read the names of the industry, for which the data are 
available. What are they: Seamless hosiery, tobaeco—— 

Senator Doveias. What is the increase ¢ 

Mr. Barkin. Well, canning and preserving, from 1949 to 1953, there 
was a 15,.5-percent increase in man-hour output. 

Senator DoveLas. Seamless hosiery ¢ 

Senator ALLorr. Before you go any further, may I interrupt to 
ask: 

From 1949—— 

Mr. Barkin. Through 1953—— 

Senator AtLorr. That is a period of 4 years. 

Mr. Barkin. Four years. 

Senator Attorr. So the increase was less than 4 percent a year or 
5-point something. 

Mr. Barxtn. Somewhere in that vicinity. 

In seamless hosiery from 1949 to 1952 there was a 16-percent 
increase; tobacco products, 9 percent; in the clay-construction 
produets—— 

Senator Au.orr. Is that still in the same period of time? 

Mr. Barkin. Yes. 

Senator Auiorr, 1949 to 1953? 

Mr. Barkin. Yes. 

The seamless hosiery was 1952. 

In the clay-construction products there are low-wage segments. 
The rise there from 1949 to 1953 was 16 percent. 

In the confectionary industry, about which you have expressed some 
interest, from 1949 to- 1951, because the Bureau doesn’t publish later 
data, it was 6 percent for those 2 years. 

We have data published by the Bureau of Labor Statisties on the 
dress-shirt industry, about which Mr. Rothman indicated there were 
no data, and they show that from 1949 to 1950, the rise in man-hour 
output for the companies they studied was 3.9 percent, and for the 
subsequent year it was 3. 4 percent, and for the 2 years, only 7.4 percent. 

Then they give us another series of very interesting data. These 
data indicate the differential productivity among plants within these 

same industries indicating the potenti: al rise in “produc tivity within 
that same industry if those companies had the additional pressure 
resulting from the wage incre: ses which are here proposed. 

There is information on men’s dress shirts, men’s work shirts, can- 
ning industry, seamless hosiery, women’s dress shoe industry, wood 
furniture, men’s overall and work jackets, fertilizer, and then, Sena- 
tor, we have also this additional re which I submit to you which I 
shall not read, on lumber, canning 

Senator Dovaias. What does it show on lumber? 
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Mr. Barkin. Well, lumber we don’t have a specific measure, but the 
very study—lI am quoting here from a statement from the Bureau of 
Labor Statistics on the technological changes which are being effected 
within the lumber industry. I have submitted to you, Senator, in 
our fact sheet No. 16, evidence on the man-hour productivity within 
the lumber industry as such. This is a study dealing solely with the 
lumber industry. For example, the man-hour output, average man- 
hours required to produce a thousand board-feet of lumber from the 
National Lumber Manufacturers Association in all regions was 23.2 
man-hours; the southern pine region, 28.7 hours; the redwood region, 
24.7 hours; the western pines, 16.4; and the Douglas fir region, 15.9. 

The comparison of wages were as follows: 

This is for 1953, because the productivity data were for 1953. 

Southern pine, $1.03; redwood region, $1.05; western pine, $1.03; 
Douglas fir, $1.03. 

That indicates the problem. These are people not organized, who 
are helplessly strangled, who have been repressed over years, and the 
employers themselves are without resources to raise wages unless there 
is Federal minimum-wage legislation. 

The benefits of productivity, with due deference to Mr. Schmidt 
and due deference to Mr. Rothman, the benefits of productivity have 
not been spread to the people who have created it. I can say as a 
result of these many years I have worked around and in the textile 
industry; that if there is any truth that I could pronounce here, it is 
that the workers of these low-wage industries, including my own, are 
not sharing in the productivity changes. They are being displaced, 
They are being thrown on the scrap heap. They are being depr ived 
of all of the benefits of increased productivity, the thing we glory in, 
and not sharing in it, and the industry is not giving it ‘to them. 

In some cases the employers are retaining all of the benefits, and 
in other cases competitive fore es are forcing them to translate all of 
these gains into lower consumers’ prices. Legislation can help to cor- 

rect that evil. 

Senator Doucias. Thank you very much, Mr. Barkin. 

Now, you have made quite an indictment of the Bureau of Labor 
Statistics. I think they should have a chance to answer. 

Mrs. Wickens, do you wish to make any answer? Then I hope 
we can conclude this question of rebuttal, surrebuttal, and sur-surre- 
buttal. Or if you would prefer, Mrs. Wickens, since I know it is 
sometimes hard to make a verbal statement, you could file a statement. 

Mrs. Wickens. Senator, if I may have permission to file a statement 
when I see the complete text Mr. Barkin submits, I would appreciate 
it. But I want to say something very simply. 

Your committee asked us to appraise a particular statement sub- 
mitted to you. They asked us to do a particular thing, which was 
to make the best estimate we could by reweighting the groups in the 
Consumer Price Index in accordance with expenditures of low-in- 
come families. We made a special tabulation for this purpose. We 

‘arried out the committee’s wishes and we have submitted the results 
to you, sir. 

Ve are quite aware that different results might be obtained were 
full data on prices and different specifications of items available. 
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They are not available, and in the circumstances we have said to you 
that we believe that the best available measure is the Consumer 
Price Index—that the Consumer Price Index is a fair approximation 
of what has happened. We have pointed out divergent price trends, 
and believe me, sir, we have tried to do so with objectivity. 

[ regret this statement of Mr. Barkin’s more than I can possibly say, 
because we have long been very good friends, and he has been a very 
tine friend of the Bureau, and we have appreciated this. However, 
when an estimate is made of an allowance in quantitative terms for 
adding to the Consumer Price Index and your committee asks us 
to appraise this, we have done our very best to comply with your 
request, sir, and I hope that we will not be criticized by the public 
for doing the best job we can with the data at our disposal, and I be- 
lieve, sir, in all honesty. 

Thank you, sir. 

Senator Dove.as. Thank you very much. 

Senator Atiorr. I wonder, Mr. Chairman, if it would be proper, 
when Mrs. Wickens decides to answer the rabid indictment of the 
gentleman who has just made a statement, that she appear before 
the committee. I would also like to call attention to some of these 
matters he has stated; I find completely substantiated when he starts 
talking about 16 percent and spreading it over 5 years, and 14 percent 
and spreading it over 4 years, and 2 years, 3.9 and 3.4, and 2 9 vears, 
§ percent; I find it pretty much in accord with the statements which 
| have read this morning and heard. 

If Lean read English- —and I think Ican. I am still concerned, and 
[ state it again, in these hearings, because I have stated this point 
of view with the approach to this problem that considers that all 
workers are members of big industries and organized industries and 
concentrated in big urban population centers. It simply is not true. 
There is a concept of the United States which embraces as far west as 
California, a distance of over 2,300 or 2,400 miles, and which embraces 
populations and people and humans who are not just working for big 
industries and big, well-organized industries, and I still think that 
that point of view needs to be included and embraced and considered. 

Senator Dovcias. Are you suggesting that we call Mrs. Wickens 
back for a verbal statement ? 

Senator At.orr. I would like to have her back for a verbal state- 
ment, yes. 

Senator Dove.as. I had hoped we might conclude the meetings 
today, because we have been meeting for a month, and the chairman 
has other fish to fry, but I will consult with you and the ranking 
Republics 1n members afterward. 

Senator AutLorr. Whatever you and Senator Smith decide, sir, is 
perfectly agreeable. 

(A supplemental statement by Mrs. Wickens in lieu of additional 
oral testimony follows :) 


EXTENSION OF THE REMARKS OF MrS. ARYNESS JoY WICKENS, ACTING COMMISSIONER 
or LABOR STATISTICS 


Analysis of differences in averages of hourly earnings (transcript, p. 2404) : 
This related to my statement entitled “Statement on CIO Analysis of Differences 
in Averages of Hourly Earnings in Manufacturing as Published by Bureau of 
Labor Statistics for April 1954,” directed to the differences between a study 
entitled “Factory Workers’ Earnings Distributions by Straight-Time Hourly 
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farnings, April 1954,” presented in the Department of Labor's exhibit, in which 
straight-time average hourly earnings were shown as $1.68 in manufacturing as 
a whole in April 1954, and gross average hourly earnings of $1.80 for production 
workers in manufacturing as published in the Bureau’s Monthy Report on Em- 
ployment, Hours, and Earnings. This statement was in response to a request 
of the chairman for comments on CIO Fact Sheet No. 12, dated April 27, 1955. 

Mr. Barkin commented: “Here is this important statistical finding, the real 
statistical differences between two figures then, aside from differences in defini- 
tion, is approximately 3 cents. You recall * * * we said the difference was 
5 cents * * * if you add the 5-cent increase in average hourly earnings since 
February 1954, (and) the 3 cents * * * the problem of impact which we now 
have agreement on is now in the order of S cents * * * which indicates the 
magnitude, particularly of adjustment, is reduced to infinitesimal amounts * * *” 
and, on p. 2405, “* * * the impact of the 90 cents, $1, $1.10, and $1.25 on which 
we have submitted estimates would be very considerably reduced.” 

Reply: In my statement I said, “The real statistical difference between the 
2 figures then, aside from differences in definition, is approximately 3 cents. 
This is indeed a small difference in results from two surveys which are conducted 
under different procedures and with different central objectives.” Mr. Barkin 
assumed that the higher average (that is, the monthly report on gross average 
hourly earnings) was the correct figure. This is not the case. There was nothing 
in my testimony to justify adding any amount, on this account, to the figures 
presented in the Department’s exhibit regarding the impact of higher minimum 
wages, 

I emphasized that statistical sampling problems and differences in calculation 
could account for such a small difference as 3 cents between 2 such different 
statistical systems. I stated, further, that the specal study of factory workers’ 
sarnings distributions (which Mr. Barkin corrected by an addition of 3 cents an 
hour) was especially designed to answer the particular question before the com- 
mittee, namely, the impact of higher minimum wages, and was preferable for 
this purpose. 

Although this special study is based upon a smaller group of establishments 
than the regular BLS monthly report of gross average hours and earnings, the 
sample upon which it was based was carefully drawn to represent in correct 
proportions the geographical, industrial, and size-of-firm characteristics of manu- 
facturing. In combining the reports for the respondent plants and from earlier 
industry wage surveys, each of these various factors was given its appropriate 
weight, or relative importance, in calculating total average straight-time hourly 
earnings. 

The regular monthly report of gross average hourly earnings shows earnings 
for each industry, which are in turn weighted by the number of producton work- 
ers for the industry to obtain an average for all manufacturing. The individual 
establishments in this sample are not weighted by size in arriving at these aver- 
ages. Since studies indicate that small establishments in general pay somewhat 
lower rates than large plants, these averages may be on the high side as to level, 
even though they represent trends with accuracy. 

Mr. Barkin next cited a figure of 5 cents increase in gross average hourly 
earnings in manufacturing from April 1954 (the date of the Bureau’s special 
study on factory workers’ earnings distribution, cited above) to March 1955. 
This is approximately correct for all manufacturing, but it does not follow that 
hourly rates at or near the present minimum level have increased by 5 cents. 
Also, it should be noted that the 5-cent increase is in part attributable to the 
increase in overtime in March 1955 as against a year earlier. 

A table, prepared for the subcommittee and submitted by Mr. Rothman with a 
letter dated May 26, 1955, shows that the increases for many low-wage indus- 
tries during that year were smaller than 5 cents, and that some of these indus- 
tries experienced reductions in average hourly earnings over the year. 

Budget pricing (p. 2409) : The 1935 Works Progress Administration emergency 
budget has not been repriced except by Mr. Barkin in 5 textile towns in 1944, The 
costs of the 1935 Works Progress Administration maintenance budget were esti- 
mated at intervals by the Bureau of Labor Statistics from 1935 to March 1943. 
These estimates were made by applying the price changes in the Consumer Price 
Index groups and subgroups to the base budget, and this was the intent of Mr. 
Rothman’s reference. There has been no full-scale repricing for this budget by 
the Bureau of Labor Statistics. 

In 1947, the Bureau of Labor Statistics developed and priced the city worker's 
family budget. Costs as of March 1946 and June 1947 were published by the 
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Bureau of Labor Statistics. Through estimating devices and some additional 
pricing, subsequent estimates of this budget were published by the Bureau of 
Labor Statistics. The most recent was for October 1951, published in the 
Monthly Labor Review, May 1952. Thereafter, publication was discontinued. 

The Consumer Price Index—the inmportance of expenditure weights in the 
measurement of price changes (p, 2410, par. 2) : Mr. Barkin stated “* * * what is 
the difference what is the primary cause for the relatively greater rise in the 
cost of living for the low-income group? Is it the differences of weighting? No, 
sir. It is the differences in the prices of goods they consume. * * *.” 

“In my own study in 1944, what did I find? * * * the reason the difference 
occurred, and the reason the pricing had to be made is that I priced different 
kinds of goods * * *,” 

Reply : In periods such as the period January 1950 to March 1955, when prices 
for different items are changing at varying rates or in different directions, 
differences in the relative importance of various subgroups in the family budget 
“weights” are very important. Hence, the calculation of changes in prices paid 
by low-income families, submitted in my statement entitled “Estimates of In 
creases in Consumer Prices for Low-Income Families, January 1950 to March 
1955,” should not be dismissed, as Mr. Barkin suggested. It is true that in 
periods of general price stability or when prices of different items are changing 
at about the same rate and in the same general direction, differences in weights 
do not result in significantly different indexes. However, this was not the case 
in the period 1950 to 1955. 

First, the differences in expenditures “weights” for low-income and moderate- 
income families, are large, as shown in my statement. For example, the relative 
importance of food purchased for use at home by low-income families was 39.4 
percent of the total of all expenditures in 1950, as compared with 27.4 percent 
for moderate income wage-earners’ families covered by the Consumer Price Index ; 
shelter (principally rent), 16.7 percent for low-income families, and 10.6 percent 
for moderate-income families; house furnishings, 2.3 percent for low-income 
families and 7.1 percent for moderate-income families; auto transportation, 1.6 
percent for low-income families and 10.7 percent for moderate-income families. 

During the period 1950 to 1955, prices for important elements in the family 
budget were moving in opposite directions. Foods, which represent approxi- 
mately two-fifths of the family budget for low-income families, did not rise as 
rapidly as the average for “all items.” Hence, on this account, the average 
increase for all items was not as great for low-income families as for moderate- 
income families. On the other hand, rents rose more than the average for “all 
items.” Since they are also more important in the budget for low-income fam- 
ilies than for moderate-income families, this had a partially offsetting effect. 
In the case of transportation, public transportation, greater in importance for 
low-income families than for moderate-income families, rose more than automo- 
bile transportation (including car purchase and maintenance)—41 percent for 
public transportation from 1950 to 1955 as compared with less than 20 percent 
for car transportation. Thus, in this particular period the combination of off- 
setting factors—different weights and varying price changes—resulted in a de- 
rived figure for low-income families which was only fractionally higher than the 
increase shown by the Consumer Price Index. 

Comparative results for another period of time, such as 1935-44, would depend 
upon the combination of the importance of various groups in the budget and dif- 
ferences in price movements. It is rare to find two periods of time in which these 
factors are alike and for that reason, it is questionable to adjust an index by 
comparison with another period of time. 


IMPORTANCE OF INDIVIDUAL ITEMS 


The Bureau of Labor Statistics did not take account, in its special calculation of 
price changes for low-income families from 1950 to 1955, of the difference in 
relative importance of particular individual items; e. g., oranges versus apples, 
but only of the subgroups such as fruits and vegetables. It is true, in a period of 
rapid price movement, that the differences in price changes of individual items 
will also affect a price index, but unless a comprehensive calculation were made, 
it would be impossible to tell what general effect they would have. 

It should also be noted that in the period 1950—55, the Bureau of Labor Statistics 
was dealing with a revised and modern set of items in its Consumer Price Index, 
i. e., items currently being purchased. Many of these are more or less standard 
goods purchased by most families. This is true, for example, of certain food- 
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stuffs, of local transportation rates, etc. To be sure, this list does include some 
items not generally purchased by low-income families. 


DIFFERENCES IN GRADES AND QUALITIES 


In my testimony, I indicated that “These special calculations of price changes 
for low-income families for fhe period January 1950 to March 1955 do not take 
into account the fact that different qualities and types of goods are often pur- 
chased by low-income families, and they often live in different types of housing. 
However, price data do not exist either for 1950 or for 1955 for types or qualities 
of goods not priced for the Consumer Price Index, and hence no account can 
be taken of this factor.” 

There is no question but that at certain periods differential price movements 
have occurred for different grades and qualities of goods and for different stand- 
ards of housing, as indicated in my testimony. 

During the war period covered by Mr. Barkin’s special study, there were 
shortages of goods, particularly of low-priced items. This effect was not fully 
taken account of in the Consumer Price Index. By 1950, however, supplies of 
goods were adequate and a wide range of mere ‘chandise at all price levels was 
available in the markets. It appears that rentals for low-priced housing have 
increased more in percentage terms than rentals in the higher brackets during 
the period 1950-55. However, prices of used cars and other used durable goods, 
e. g., refrigerators, have decreased more than the prices of new merchandise. 
Used equipment is frequently purchased by people in the lower income brackets. 
For apparel, there are some indications that the low-priced items, which showed 
lurger increases during the war than higher-priced items, have been showing 
greater decreases during the past 2 or 3 years than the somewhat higher 
qualities, with larger weights in Consumer Price Index. However, in the 
absence of a comprehensive study, it cannot be determined whether, as a result 
of all these varying forces, an estimate of price change for low-income families 
would be higher, lower, or approximately the same as the estimates presented 
in my testimony. 

The Bureau did not change the occupational groups to which the Con- 
sumer Price Index refers, and there was no arbitrary raising of the quality 
levels in the specifications. Under the “old” index (i. e., prior to revision), 
the families on which the weight structure was based included employed wage 
earners and lower salaried clerical workers. In the revision, the expenditure 
pattern for the same occupational group was used. The average 1934-36 
income level for the old index was $1,524 and the 1952 income level for the 
revised index was $4,160. This increase of 178 percent in the average family 
income from 1934-36 to 1952 does not seem inconsistent when it is remem- 
bered that average weekly earnings of production workers in manufacturing 
‘less taxes for a man with three dependents) increased by 169 percent from 
1939 to 1952 and by 194 percent to 1955. 


Senator Doueras. I think since the question of the frame of refer- 
ence of the cost-of-living study has come up, I should include in the 
record at this point a copy of my letter to Mrs. Wickens of April 18 
asking for an appraisal of the cost-of-living material. 

(The letter referred to follows :) 

APRIL 18, 1955. 
Hon. ARYNESS Joy WICKENS, 
Acting Commissioner of Labor Statistics, Department of Labor, 
Washington, D. C. 

DeaR Mrs. WicKENS: As you know, the Subcommittee on Labor of the Senate 
Committee on Labor and Public Welfare is in the process of preparing data in 
order to be able to evaluate objectively the testimony of different groups now 
being presented to the subcommittee. 

In your publication, The Consumer Price Index, a short OR of the 
index as revised, 1953, you state: 

“The ‘index market basket’ is an estimate of the goods and services brought 
by * * * wage earners, clerical workers * * * ‘moderate-income’ families; thus 
the ‘index market basket’ does not reflect purchases of families at the lowest and 
highest extremes of the income scale, who live at different levels of living.” 

Since the income of these moderate-income families is substantially higher 
than the income wages of families within the proposed increase of minimum 
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wages, the Consumer Price Index cannot be directly used for a determination 
of the higher cost of living of the lower income families. 

The subcommittee would, therefore, appreciate it if you would use whatever 
information you have from the 1934-36, 1947-49, 1950, or 1952 surveys to make 
the best possible estimate of the actual increase in the cost of living of low-income 
families. 

Generally speaking, the subcommittee would like to have cost-of-living data 
computed on the basis of different relative importance given to major subgroups— 
such as food, housing—of the all-item index. 

I shall be grateful for your assistance in furnishing these additional data. 

Faithfully yours, 


PAUL H,. Dove.as. 
(A rebuttal of Mr. Rothman’s testimony by Mr. Barkin’was re- 
ceived for the record as follows :) 


REBUTTAL AND ANALYSIS BY SOLOMON BAKKIN, CHAIRMAN or CIO Fatr LAsor 
STANDARDS COMMITTEE, TO AND OF THE May 18, 1955, STATEMENT OF THE SOLICI- 
TOR OF THE UNITED STATES DEPARTMENT OF LABOR TO THE SUBCOMMITTEE OF THE 
SENATE COMMITTEE ON LABOR AND PurBLIC WELFARE ON AMENDMENTS TO THE 
FAIR LABOR STANDARDS ACT 


The following analysis and comments are in reply to testimony filed on May 18, 
1955, by Stuart Rothman, Solicitor, United States Department of Labor, before 
the Subcommittee on Labor of the Senate Committee on Labor and Public 
Welfare. 

The Solicitor’s statement exaggerated the impact of the proposed rise in the 
minimum rate. The statistics he cited were not representative of the very con- 
siderable body of data bearing on this subject which has been published by the 
Department of Labor. 

This presentation by the Department failed to give a rounded picture of the 
social and economic implications of low wages in our economy. 

Completely ignored was the glaring phenomenon of the devastating effects of 
low wage fringe competition on entire industries which might otherwise achieve 
a substantial measure of stabilization at a more satisfactory level of wages and 
profits. 

The Department of Labor utterly ignored the public declaration of many manu- 
facturers (and in some segments of industry of the most of the companies in- 
volved) favoring substantial increases in the statutory wages as a means of 
mitigating the worse forms of cutthroat competition. 

Even more shocking was the Solicitor’s failure to point out the helplessness 
of workers in low-wage industries. He refused to point to their inability to 
bargain for decent pay scales. 

The Solicitor magnified isolated cases where there could be a potentially high 
impact from the increased minimum wage. He failed to give due emphasis on 
the overwhelmingly greater body of data demonstrating that the $1.25 rate could 
be readily absorbed with little or no difficulty. 

This is the first time in its history that the Department of Labor has assumed 
the role of advocate for substandard wages. 

Irreparable harm has been done to the reputation and standing of the Depart- 
ment by the solicitor’s amazing depreciation of the value of the budgetary studies 
of the Bureau of Labor Statistics. Said Mr. Rothman, in belittling the budgetary 
data, “* * * they do not offer arithmetical formula.” 

Mr. Rothman actually “smeared” the general economic series of the Depart- 
ment on “changes in national income, aggregate of corporate profits, average 
wages for all manufacturing, and estimate trends in productivity * * * they do 
not offer a direct measure of what can be done with the minimum wage in the 
setting of the forces, economic and other.” 

Rothman’s statement of May 18 dismisses such relevant factors as individual 
productivity. He makes the amazing declaration that data on this vital point 
are lacking although dozens of volumes have been issued in recent years by the 
Department for which he was speaking. 

Apparently, Mr. Rothman felt he had to resort to rhetoric to soften the attack 
he was making on the proponents of a higher minimum wage. There are, he 


said, “No extraordinary favoring circumstances for an increase in the minimum 
wage.” 
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Rothman asserted that the only test of what the minimum should be is “the 
impact measured in 1950” which should constitute “the utter limit for (current) 
sound recommendation and decision.” 

Whether he so intended or not, Rothman simply ignored the statements of the 
l’resident of the United States, plus those of Secretary of Labor Mitchell, both 
of whom cited rises in the cost of living and general economic factors as justifi- 
cation for their recommendations for legislative enactment to raise the present 
75 cents to 90 cents per hour. 


COMPARISON OF 1950 AND CURRENT IMPACTS IS MISREPRESENTED 


Even as respects the comparison of the impact of the 1950 increase to 75 cents 
and the effect of the current proposals the solicitor has not been fair or objective. 
His statement deals only with four industries: southern sawmills, seamless 
hosiery, men’s dress shirts and nightwear, and work clothing. These employ a 
total of some 358,000 persons. In contrast, representatives of the last two indus- 
tries appeared before the committee advocating a $1 minimum. Individual 
seamless hosiery manufacturers have written to their Congressmen urging similar 
action. 

The Solicitor overlooked the fact that the measure of impact must be related to 
the whole range of industries and not merely to four arbitrarily selected ones. 


OMITTED REFERENCE TO DOWNWARD BIAS OF 3 CENTS 


In the second place, the Solicitor makes no reference to the written statement 
he submitted on behalf of the Department of Labor, which acknowledged that 
there is a downward bias of at least 3 cents an hour in the Distribution Study as 
compared to the Bureau of Labor Statistics monthly and industry wage reports. 
Since the Distribution Study provided the data on the expected impact of higher 
minimums, which affected the Department’s judgment, a correction for the 
downward bias would radically reduce its estimates of the impact of the higher 
ininimums. This omission is further evidence of the meager factual and intel- 
lectual support for the administration’s position. 


DIRECT IMPACT OF WAGE INCREASES 


The direct impact of the wage increases can now be more carefully evaluated as 
a result of the greater measure of agreement reached between the estimates 
submitted in the CIO Fair Labor Standards Committee Fact Sheet No. 12 and 
the Department’s estimates contained in the Solicitor’s submission (exhibit C of 
his original testimony). We are in agreement that the following corrections 
need to be made in the basic data: 

(a) The Bureau of Labor Statistics in commenting on CIO data, took no 
exception to the correction made for learners, apprentices, handicapped workers, 
and low wages of uncovered workers. 

(b) In its evidence on May 18, the Department of Labor agreed with the CIO 
that the premiums other than overtime, which includes the shift differential, 
would amount to “about 2 cents an hour.” 

(c) The Bureau of Labor Statistics deals at length with the “differences between 
averages of hourly earnings in manufacturing and for specified manufacturing 
industries.” There is complete agreement between the CIO and BLS that the 
“overtime premium pay averages approximately 5 cents per hour.” The remain- 
ing issue centers about the 5 cents’ difference,in averages. The BLS concludes 
that “the real statistical difference between the two figures then, aside from 
differences in definition, is approximately 3 cents.” The 3 cents therefore reflects 
a downward bias in level of wages reported in the Distribution Study which 
bust be corrected in order to aline the results of this study with the level 
reported in the monthly series. For present purposes we shall accept the esti- 
mate of the BLS that the difference in levels is 3 cents. 

(d) Finally, there has been a rise in the straight-time average hourly earnings 
between April 1954 and April 1955 of 4 to 5 cents. The rise for the durable goods 
manufacturing industries was 5 cents (from an adjusted average hourly earnings 
of $1.85 to $1.90) and in the nondurable goods manufacturing industries of 4 
cents (from an adjusted average hourly earnings of $1.62 to $1.66). The same 
magnitudes of increases are reported by the Bureau of Labor Statistics for the 
nonmanufacturing industries. 

In view of the above it is apparent that in addition to the correction in our 
original submission for inclusion of learners, apprentices, handicapped workers, 
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and low wages of uncovered workers, the other corrections consist of 1l-cent 
difference in plant averages to account for shift differentials, the 3-cent adjust- 
ment for the difference in levels between the Distribution Study and the 
monthly reports and a 4- to 5-cent adjustment to account for the straight-time 
average increases granted since April 1954. In all they amount to between 
8 and 9 cents per hour. To essure the most conservative estimate we have 
assumed that the understatement due to the need for the above corrections 
(exclusive of the correction already made for inclusion of learners, etc.) would 
be approximately 5 cents in the wage levels under $1.25. This procedure was 
followed in order to avoid any doubts about the propriety of the final results, 


NEW ESTIMATES 
After making this correction we arrive at the following estimates of the impact 
of the higher minimums: 
TABLE I.—Number and percent of covered employees affected and increase in 
payroll cost resulting from higher minimum-wage rates, May 1955 
: j 


| $1.10 mini- | $1.25 mini- 
mum mum 


| 
9-cent $1 mini- 
} 


minimum | 


| 
: 
| rm 


mum 


. Number affected: | 
(a) Uncorrected 1, 122, 000 1, 825, 000 
(b) Corrected for inclusion of uncovered groups 1, 029, 000 1, 612, 000 | 
(c) Corrected for (6) and for other deficiencies ! 691, 000 1, 271, 000 

. Percent of covered employees affected: | 
(a) Uncorrected - -. . 5.1 8.3 12.9 20.0 
(b) Corrected for inclusion of uncovered groups 4.6 3 11.6 18.5 
(c) Corrected for (6) and for other deficiencies ! ; 5.7 9.6 16.0 

. Annual increase in payroll cost (million): 


846,000 | 4, 436, 000 
2, 567, 000 4, 099, 000 
2, 137, 000 3, 557, 000 


Millions Millions Millions Millions 
(a) Uneorrected - $202 $497 $064 $2, 056 
(6) Corrected for inclusion of uncovered groups 185 35 873 1, 886 
(c) Corrected for (>) and for other deficiencies ! 2 343 727 1, 636 
. Annual increase in payroll cost per dollar payroll 
Cents Cents 

(a) Uncorrected 3 | j 2 | 

(6) Corrected for inclusion of uncovered groups : .6 1.1 

(c) Corrected for (0) and for other deficiencies ! 2] : .9 | 


| 
| 
! 


' Corrected for overestimation due to exclusion of shift differential from hourly earnings in BLS surveys; 
discrepancies between BLS distribution study and its industry and monthly earnings reports; and wage 
increases since April 1954. 


Secretary Mitchell in his testimony before the committee indicated that 1.3 
million covered workers were receiving less than 75 cents in 1949. This number 
constituted 6 percent of the 21 million covered workers, and not 5 percent as 
is often suggested. (Incidentally, the study for manufacturing industries for 
July 1947 showed 10.4 percent of the employees below 75 cents as compared with 
6.6 percent in November 1948. A similar reduction has taken place between 
April 1954 and May 1955 which the Secretary had not taken into account.) 

After the corrections noted above we find that the number of persons currently 
covered who will be affected by a 90-cent minimum would be 691,000 or 3. 
percent of the covered employees. The annual payroll cost, on the assumption 
of 2,000 hours of work per year, would be 0.2 percent; a $1 minimum would 
affect 1,271,000 workers, or 5.7 percent of the covered employees, increasing the 
annual payroll by 0.4 percent; a $1.10 minimum would affect 2,137,000 or 9.6 
percent of the covered employees, increasing the annual payroll ‘by 0.9 percent ; 
and a $1.25 minimum would affect 3,557,000 workers or 16 percent of the covered 
employees, increasing the annual payroll by 2.1 percent. 

Considering the present affected coverage, a minimum wage of over $1 would 
have an equivalent impact to that experienced in 1950. 


1950 INCREASES NO CRITERIA FOR CURRENT SITUATION 


But we do not believe that the modest 1950 increase provides us with the sole 
criterion for the current rise in the minimum wage. The impact of the 75-cent 
minimum was relatively small. Moreover, it has had the effect of increasing the 
lag in wages of the low-wage industries as compared with the wage trends in 
other industries. This gap must be narrowed rather than be permitted to in- 
crease. Even as we are discussing this problem, new wage increases are impend- 
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ing in major American industries of from 5 to 15 cents, in which the low-wage 
industries are not likely to share unless there is legal action to compel the lag- 
sard industries to make long-overdue adjustments. 


Comparison of 1950 and current impact for selected industries 


Unlike Secretary Mitchell, who dealt with the overall impact, the Solicitor has 
introduced distortions by focusing on the likely effect on four individual indus- 
tries. An examination of exhibit C submitted by the Solicitor, indicates that 
these are the industries with the highest impact. Emphasis on these groups is 
designed to distort the outlook by dwelling on the few industries with the largest 
increases. They are not typical. They are the exception and a small exception 
they are. They are the industries in which the workers have been least effective 
in raising wages. Interestingly enough, as we have already noted, manufacturers 
in 2 of these industries have testified for the $1 minimum and individual manu- 
facturers of a third have also appealed for such minima to their Senators. 

(a) In considering the individual industries we are amazed at the Depart- 
ment’s attempt to overdraw the magnitude of the impact. With respect to work 
clothing, with an employment of 66,000 persons, the estimates are built upon a 
survey for July 1953. Wages have since risen in this industry. (An exact 
measure is not available since the monthly BLS report has no equivalent in- 
dustrial classification.) Moreover, the BLS survey obviously was not designed 
for the present calculation. It reports that even in July 1953, 3.4 percent of 
the employees in the industry were earning less than 75 cents, indicating the 
inelnsion of a substantial number of uncovered workers. It is likely that im- 
mediately after the application of the 75-cent minimum, there was a larger pro- 
portion of employees under 75 cents. ‘he Solicitor testified that there was “an 
enormous increase in the demand for learner certificates permitting rates below 
the minimum.” Consequently, any estimate which assumes that all employees 
would be brought up to the full amount of the new minimum is unjustified. 

The impact of both of these factors, increased since July 1953 and the con- 
tinned exemption of learners, apprentices, and handicapped workers, would no 
doubt reduce the direct impact on the number of employees affected by 10 per- 
cent 

The Solicitor ignores the unfair competition between the higher-paying plants 
and these which continue to ohserve merely the letter of the law. The former 
are entitled to more support than the group which has resisted improvements. 

(>) A second small industry selected for special attention is men’s and hoys’ 
dress shirts and nightwear, employing 89.000 in May 1954, when the survey was 
made. In estimating the impact, the Solicitor accepts this survey but omits the 
fact that even in that year 1 percent of the employees were earning less than 
75 cents and that in November 1950 at the time of the previous study, the pro- 
portion under 75 cents was 3.8 percent, indicating the fact that an increase in 
the minimum does not immediately affect all employees. The survey for May 
1954 reports straight-time average hourly earnings of $1.09 per hour. The BLS 
monthly report shows average hourly earnings for this industry for May 1954 
as $1.14; even after adjustment for overtime premium, the average was $1.14, 
a discrepancy of 5 cents over that of the distribution survey, indicating a sub- 
stantial downward bias for which correction in the estimate of impact must 
be made. Here again, the necessary correction would lower the number affected 
by a higher minimum by 7 to 9 percent of the total. 

(c) In the seamless hosiery industry, the Solicitor reported on the men’s 
division, but he failed to report on the women’s division, which is covered by the 
same survey. In the March 1950 survey of this industry 2 percent of the em- 
plovees were under 75 cents as compared with 1.3 percent in November 1952 
Second, it should be noted that in this industry, practically all mills operate on 
2 shifts and more than two-thirds of the workers are in mills with 3 shifts; for 
hoth seeond and third shifts differentials are being paid to workers in mills em- 
ploying some one-third of the employees. These earnings, of course, won'd be 
credited toward meeting the requirements of the minimum wage law. Third, the 
adjusted average hourly earnings in the seamless hosiery industry as a whole 
have risen from $1.07 in November 1952 to $1.15 in February 1955, which repre- 
sents an 8-cent increase which would have to be taken into account in computing 
the current impact. Fourth, an adjustment should be made for the discrepancy 
between the level of earnings reported in the November 1952 distribution study 
and in the regular monthly series: the average for the entire seamless hosiery 
industry shown in the distribution study is $1.01 and the adjusted average in 
the monthly report is $1.09, a disparity of $0.08. The overall effect of these 
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$ adjustments, i. e., employees who will remain under the new minimum; the 
shift differential: the rise in the average hourly earnings since November 1952; 
and the diserepancy in the averages, would be to reduce the numbers affected 
by a higher minimum by some 12 to 14 percent. 

(It is important to note that as of November 1952, the report for women’s 
seamless hosiery division indicated an average of $1.20 as compared with the 
men’s hosiery average of $1.02.) 

(d@) In the case of southern sawmills, we have a repetition of the same inclina- 
tion to exaggerate the effect of a higher minimum. First, we may note that even 
as late as April 1953, 1 percent of the employees in the southern sawmills were 
earning less than 75 cents. In March 1950, the proportion was 8 percent. Cer- 
tainly we can expect a repetition of this pattern of adjustment. Secondly; the 
distribution survey reports that the straight-time average hourly earnings were 
86 cents. In contrast, the monthly report on earnings shows adjusted average 
hourly earnings (adjusted for overtime premium) of 97 cents. Vhird; there has 
been a rise in the adjusted average hourly earnings for Southern sawmills during 
this period from 97 cents in April 1953 to $1 in February 1954, a rise of 3 cents. 
These considerations suggest that the effect of the higher minimum will be sig- 
nificantly modified, possibly by reducing the numbers directly affected by as 
much as 15 to 17 percent of the employees. 

These analyses are indicative of the extent to which the Solicitor’s estimates 
exaggerate the potential impact of the proposed minimum wages. 

We call the committee’s attention to CIO Fair Labor Standards Fact Sheet 
No. 12, appendix table 3, which compares the averages for most of the industries 
listed in the Solicitor’s table C—6 with adjusted average hourly earnings reported 
in the regular monthly series for that same date. 


Solicitor’s evaluation of economic conditions in January 1950 is unreal 

Instead of dealing fairly with the conditions prevailing in January 1950, the 
Solicitor attempts to convey the impression that conditions were “relatively 
favorable to adjustment.”’» Moreover, there is constant reference to the “histori- 
cal accident of war inflation following the initiation of the minimum wage” which 
minimized the problems of adjustment. Actually, conditions in January were 
not so favorable. As a matter of fact, only a slight improvement had taken place 
in the industrial production index from the low of the third quarter of 1949, 
when it was 173 (1935-839=100). The index for the fourth quarter was 173 and 
it was at 179 in January 1950. The real pickup took place at the end of the 
second quarter of 1950 and after July when the Korean conflict broke out. 
Wholesale prices in January 1951 were at low levels, as indicated by the fact 
that the BLS wholesale price index was 151.4 for January 1950 having declined 
from 166.7 in January 1949 (1926=100). 

With respect to the lumber industry, it should be noted that new construction 
activity was substantially lower in the first quarter of 1950 than in the last 
quarter of 1949, totaling $5,115 million compared to $6,095 million in the previous 
quarter. The present high level of employment, profits in industry and optimism 
provide a sound foundation for an immediate rise in the minimum wage. The 
President had desisted from making a recommendation in 1954 because he 
favored more advantageous economic conditions. Certainly his present proposal 
for an increase in the minimum indicates that the administration which the 
Solicitor represents believes such advantageous conditions now prevail. 


Other comments on the 1950 adjustment 


In marked contrast to the general approach presented by the Solicitor, the 
Secretary had the following to say about the 1950 adjustment : “The Department’s 
studies show that a satisfactory adjustment to the 75-cent adjustment was made. 
The 75-cent rate resulted in substantial increases in the wages of low-paid 
workers but business was able to absorb the increases without undue effect on 
employment opportunities and business mortality.” 

The Solicitor dwells upon the difficulties of adjustment in the Louisiana cane 
sugar industry, in the 1950 season, which he attributes to the 75-cent minimum. 
Compare this with what the report of the Department of Labor says on this 
score: “By October 1950, their first grinding season after the higher rate took 
v-ifeet, sugar prices had risen because of the Korean development and the industry 
was able to absorb the 75-cent wage. Nevertheless, there was some job elimina- 
tion at several of the mills because of labor-saving changes made to offset the 
higher statutory wages * * * These changes include the shipment of raw sugar 
to refineries in loose bulk rather than in sacks, the elimination of some positions 
hy combining job stations and reducing yard and mill cleaning crews and the 
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greater use of small tractors for hauling purposes.” (Results of The Minimum- 
Wage Increase of 1950). 

The Solicitor selects the specific illustrations but the Department of Labor 
concludes that a study of the specific cases which reported hardship were small 
in number “when compared to estimates of the Division of 21 million persons 
covered in 1950 by the minimum wage provisions of the act and of 1.3 million 
employees receiving direct pay increases because of the minimum wage increase 
in that year.” 

The Solicitor comments that there was a “marked bunching of wage earners 
at or just above the minimum” and concludes that this condition “suggests the 
difficulty of the adjustment to the 75-cent rate.” All it really reflects is the 
ability of employers in these low-wage industries to get away with making 
udjustments which comply with the letter of the law, which requires compliance 
only with the 75-cent minimum. 

In his analysis of the indirect effect, the Solicitor ventures a hypothesis which 
is hardly comprehensible and, if his meaning has been understood correctly, is 
certainly unfounded. He declares that “the relative size of the indirect wage-bill 
increase may be progressively greater as the direct impact decreases for any area 
in which the direct wage-bill increase represents a significant cost impact.” If 
he means that the indirect wage-bill increases in areas of any industry largely 
affected by the law as the direct impact decreases, his hypothesis is unfounded. 
Certainly, it is refuted by the conclusion reached in the above-quoted Department 
of Labor report, viz, “the shift of workers from below 75 cents an hour was 
accompanied by a marked employment concentration at or very near the 75-cent 
level. This was especially true in southern sawmilling, fertilizer, and wood 
furniture, activities where time rates form the basic pay system * * * on the 
whole (employers) did not try to maintain wage spreads between low-, middle-, 
and high-wage occupations * * * In men’s dress shirts and nightwear and in 
men’s seamless hosiery, the situation was modified by the prevalence of the 
piece-rate mode of payment * * * But even in these industries * * * lower-level 
earnings were increased relatively more than higher-level ones with a consequent 
percent reduction in spreads between them” (p. 10). For further details, see 
CLO Fair Labor Standards Committee Fact Sheet No. 9. 


The Solicitor and BLS have reached unfounded conclusions on price trends for 
low-income groups 


The Solicitor concludes that “the cost of living has risen at about the same 
rate for the low-income families as the general index, and perhaps a lesser 
proportion.” This position is presumably founded on the memorandum pre- 
pared by the BLS. However, the memorandum filed by Mrs. Wickens at the 
hearing provides no basis for such conclusions. 

The memorandum concludes, first that a reweighting of the prices according 
to the weights for a low-income budget for the period from January 1950 to 
March 1955 would result in an increase of 14.1 percent as against 13.6 percent 
for the moderate income groups covered by the consumer price index. 

But the BLS knows very well that this is not the issue. The problem is 
not that of reweighting the components of the index. Rather the issue centers 
on Whether the price trends of goods bought by the lower-income groups have 
been different than the trends for the moderate income group. 

In the past all authorities have agreed upon an affirmative response to this 
question. It has been commonly observed that on the rise, the trend has been 
greater for the low-income groups and on the decline it is likely to be less steep 
for the low-income groups. This position was fortified by the special study 
reported by the CIO Fair Labor Standards Committee and from which the ratio 
of 1.4 to 1 was obtained and the actual 1.25 margin of adjustment was secured. 
(See CIO Fair Labor Standards Committee Fact Sheet No. 15). The significant 
fact, as shown in previous submissions, is that the above estimates were derived 
from a survey which showed the same rise in food and rent for the low-income 
groups and the moderate income groups. But the differences in price trends 
for the other commodity groups was most marked. The reason for the differ- 
ence is the disparity in the types of goods bought. We have pointed this out 
in our letter of May 12, 1955, to the committee which was a supplement to our 
Fact Sheet No. 15. 

In commenting on the CIO submission, the Bureau of Labor Statistics ac- 
knowledges that it is in no position to analyze price trends for lower-income 
groups. It declares that “these special calculations of price changes for low- 
income families * * * do not take into account the fact that different qualities 
and types of goods are often purchased by low-income families and that they 
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often live in different types of housing. * * * Price data do not exist either for 
1950 or for 1955 for types or qualities of goods not priced for the consumer price 
index and hence no account can be taken of this factor.” 

In face of this admission and in view of the fact that the principal cause for 
a difference in the price index for these 2 groups is the difference in the types 
of goods and services they secure, it is nothing short of fantastic for the 
BLS to conclude that the movement of the price indexes for the 2 groups 
would be similar. 

This position by the Solicitor and the BLS is in fact even more questionable 
since the BLS in its 1953 revision raised by about 7 percent the average income 
level represented by the families which the consumer price index covers. The 
Labor Advisory Committee protested this upgrading of the income level but 
gained no satisfaction and failed in its attempt to have the budget priced for 
low-income groups. We cannot believe that this upgrading move should be 
employed to reach such unfounded conclusions. 

Apparently, the BLS has not recently examined the emergency budget sur- 
veys, and has therefore unjustifiably concluded that the important considera- 
tion accounting for the difference in price trends was the differential movement 
in food price. We call attention to table A of the supplement to Fact Sheet No. 15 
to indicate that the source of the difference must be found in the varying price 
trends in the other goods. 

The Solicitor alleges that there was a 1949 repricing of the WPA budget. 1 
do not believe there was such a repricing. The BLS may have employed the 
reweighting technique, using its regular price series in the manner in which it 
has proceeded in the present memorandum. But I do not believe it made a new 
survey through the pricing of goods purchased by the low-income families. 

We urge that in face of all of the evidence available that there is a differen- 
tial price movement for low-income groups and in view of the prevailing con- 
viction that such is the fact, that the adjustment urged by the CIO be adopted. 
We have no current data to measure the precise amount. It is for that reason 
that we pared down the adjustment found for the period 1935 to 1944 from a 
ratio of 1.4 to 1.25. We believe that the latter is a safe adjustment factor. 


Other comments on the Solicitor’s statement 

1. The Solicitor dismisses budgetary studies as a guide because they don't 
provide “an arithmetical formula.” But actually they have been regularly used 
in the past in this manner. They have been used specitically to determine mini 
mum-wage rates. 

2. The Solicitor contends that there are “no suitable data * * * for measur- 
ing productivity in the affected industries and firms.” We have submitted in 
CIO Fact Sheet No. 18 a listing of the information published by the BLS on pro- 
ductivity changes in the following low-wage industries: Canning and preserv- 
ing; seamless hosiery; tobacco products; clay construction products; confec- 
tionery ; men’s informal shirts. Detailed productivity data on a plant basis are 
available for the men’s dress shirt, men’s work shirt, processed food, seamless 
hosiery, men’s and women’s dress shoe, wood furniture, overall, and fertilizer 
industries. 

If the Department would only peruse its own printed literature it would find 
mounds of additional information in available publications. Some of these have 
been itemized in Fact Sheet No. 18. They relate to all branches of the needle 
trades, lumber, canning, and wood furniture industries. We have also sub- 
mitted data on the textile industries. These point to the significant conclusion 
that productivity increases have taken place in the low-wage industries and the 
workers have not shared in these advances. 


NO EVIDENCE FOR GENERALIZATION ON PROFITS 


3. No evidence is presented in support of the sweeping generalization that 
low-wage industries “tend to operate on small profit margins or the break-even 
point” or that the small profit margin industries tend to pay low wages. All of 
us know of small profit industries which pay high wages. We shall submit a 
more detailed analysis to point up the facts on this subject. 

4..The Solicitor is concerned with the impact of higher minimum wages on 
the low-wage segments of an industry, but he has expressed no solicitude for 
the economic security of establishments of fair employers in an industry whose 
economic security is undermined by the low-wage employers. He expresses no 
concern for the mills and plants which have closed by reason of this unfair com- 
petition. He is not alarmed at the migration of plants to low-wage areas, This 
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indifference to the lot of the fair-minded employer is unmatched in the annals 
of the United States Department of Labor. 

We are disturbed by the present supplemental statement because thereby the 
Department of Labor has forfeited its responsibility of leadership in the promo 
tion of the interests of labor. Instead of helping the subcommittee to reach 
a balanced conclusion on the highest minimum which can be adopted, it has 
arrayed a biased and incomplete statement of selected facts and contentions 
designed to overstate the effects of higher minima without presenting the vital 
human and economic facts in support of raising the economic sights of our society. 
The Department in this unprecedented submission has made it more difficult for 
the Members of Congress to frame a course designed to advance the lot of the 
underprivileged, unorganized and repressed workers who are unable to effect 
improvements in their own plight through their own bargaining power. Instead 
of helping to right the imbalance in the labor-wage system created by the unequal 
bargaining powers of employer and workers in our low-wage industries, the 
Department’s statement overdraws the difficulties confronted by a limited and 
selected group of employers who are undermining the fair-labor standards in 
their own industries. 


Senator Doucias. Thank you very much. 
(By direction of the chairman, the following is made a part of the 
record :) 
Tue MApison, 
itlantic City, April 25, 1955. 
Hon, H. ALEXANDER SMITH, 
Princeton, N.d. 


DEAR SENATOR: It has been brought to our attention that there are now pend 
ing before the Senate Committee on Labor and Public Welfare numerous pro 
posals which would increase the minimum wage from 90 cents to $1.25 per hour, 
payment of time and one-half for overtime over 40 hours a week, which would 
cover service establishments, including hotels and restaurants. 

[I have given the matter very much attention and I have discussed the same 
with many of the hotelmen in this vicinity and throughout the State, and most 
seem to be unanimous in the opinion that the passage of the sume would be ver) 
injurious to the hotels and restaurants throughout the State of New Jersey. 

In consequence of which I ask that you give the matter consideration and 
that you may, in good judgment, find yourself in the position to vote against 
the same in the event the matter is presented before the Senate. 


Thanking you for your cooperation and assuring you of my continued loyalty, 
I remain 


As ever and always, 
Yours very truly, 


JoHN R. HOLLINGER, 
Owner-Manager, the Madison. 


GRAND RIVER MUTUAL TELEPHONE CorpP., 
Princeton, Mo., April 25, 1955. 
Senutor Paut H. Dovue.as, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR DovuGLas: This letter is addressed to you for consideration by the 
Senate Labor and Public Welfare Committee, of which you are chairman, in 
connection with hearings on proposed minimum-wage legislation. It is my under- 
standing that the CWA urges a minimum wage of $1.25 per hour and the repeal 
of the 750-station exemption. Further, I understand one of our operators, Mrs. 
Alene Lemons, appeared before your committee. 

To assist you and your committee to more clearly understand the impact of such 
legislation on a company such as ours, a brief summary of its formation and 
purpose follows and attached is a schedule giving pertinent statistics and our best 
estimate of the effect of the $1.25 minimum wage with no exemption on our econ- 
omy and that of our members and customers. 

Over quite a period of years rural telephone service had greatly deteriorated 
by the close of World War II in most sections of the country. Northern Missouri 
and southern Iowa were no exceptions. In our present service area, which con- 
sists of all or a substantial portion of Putnam, Sullivan, Livingston, Grundy, 
Mercer, Harrison, and Daviess Counties in Missouri and Wayne and Decatur 
Counties in Iowa; in this area, rural service and in most cases, urban service 
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were inadequate or nonexistent. The various operating companies felt they were 
unable to rehabilitate their systems or felt it would be a long time and a very 
loubtful venture economically. The Grand River Mutual Telephone Corp. was 
formed to acquire, operate, and rebuild telephone properties in the area on a 

nprofit basis and financed by the Rural Electrification Administration. Rates 
paid by our users are generally such that reasonably good service should be 
expected. On that basis, many are overcharged. 

Our figures have been developed on the basis of operations of 28 exchanges for 
the first 3 months of this year. There are 9 company-operated exchanges and 19 
siuall exchanges operated by contract agents. The exchanges range in size from 
39 telephones (stations) to 1,236, Of them, 17 have less than 250 stations, 7 are 
between 251 and 500, 1 is between 501 and 750, 2 are between 751 and 1,000, and 1 
is over 1,000. 

In our company-operated exchanges, general offices and plant department, we 
ave 90 hourly-paid employees, of whom 78 are female and 12 male. Telephone 
perators are paid from 50 cents to 93 cents per hour, clerks in the general offices 
rom ST cents to $1.05 and plant men from $1.12 to $1.70 with almost all of the 
en getting $1.65. 

Elimination of the 750-station exemption will place all employees under the 
wage hour law and a minimum wage of $1.25 would affect us as follows: 

Only 4 of our exchanges have more than 1 operator on duty at any one time 
Considering just 1 operator coverage for 24 hours per day, 365 days per year, 
ve find 8,760 operator-hours per exchange, which at $1.25 comes to $10,950. 
That is more than our present gross revenues in 21 of our exchanges. 

Generally, lowest telephone rates are for rural multiparty residence and urban 
four-party residence service. In planning for the future, we have considered 
that a rate of over $4 for these services would price many users out of the market 

The exchanges of Bethany, Leon, Princeton, and Lamoni indicate a need to 
raise rates up to 50 percent. This might be done although an increase of $1.17 
to $1.46 per month for rural service would result in removal of most rural tele- 
phones as practically all rural service is on noisy, grounded lines. On the 
other hand, removal of a substantial number of telephones might cut operator 
needs resulting in lower-per-station costs. This is extremely doubtful as loss 
of rural telephones would reduce the value of urban telephones and many of 
these could be lost. Very easily the same vicious circle experienced by telephone 
companies in the thirties could begin. 
number in use continues to reduce. 

Inasmuch as Bethany, Leon, Princeton, and Lamoni are the only exchanges 
that could continue to operate without more than doubling existing rates, 
passage of legislation removing the 750 station exemption would force us to 

close the remaining exchanges while much of an increase in the minimum wage 
wight seriously affect all exchanges. 

In closing, I wish to make a few observations and explanations. Personally, 
if I thought the company could pay it, I should welcome an increase of 66.66 
percent in the minimum wage as my pay should increase substantially. How- 
ever, I believe it might result in a decrease for me. In the study attached: 

1. Local and toll service revenues are 3 months experience in this year ex- 
tended to 12 months. 

2. Miscellaneous revenues are the percentage 
revenues as experienced in 1954 operations. 

». Payrolls were established on the assumption that differentials would be 
inaintained and certain scales were begun the same percentage over the mini- 
iInum wage as at present. 


More telephones being removed as the 


of estimated local and toll 


1. Depreciation and amortization is the same as 1954 operations and probably 


should be increased in view of our acquisition of additional properties January 
1, 1955. 


» A slight adjustment over last year in other operating expenses is made 


due to added property. 
6. Taxes include additional over 1954 for added property. 

7. Interest on long-term debt is last year’s experience with very slight ad 

justment. 


We will appreciate your presenting our problem for consideration by the 
committee and will gladly furnish further information or explain the informa- 
tion furnished herewith. 

Yours very truly, 


C. W. CHASTAIN, General Manager. 
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New York, N. Y., March 28, 1955. 
Hon. Hersert H. LEHMAN, 
United States Senate, Washington, D. C.: 


As manufacturers of cotton garments employing 5,000 people in the States of 
Pennsylvania and Tennessee, we wish to go on record with your committee as 
favoring an increase in the minimum rate under the wage-hour law. We would 
suggest that the minimum be raised at least to $1 per hour. It is our belief that 
such an increase would benefit the economy as a whole and will tend to dis- 
courage the unhealthy migration of the needle trades industry. 

PusLIx Surer Corp., 
350 Fifth Avenue. 


PorTLAND, OneG., April 13, 1955 
Hon. RicHARD NEUBERGER, 
Senate Office Building, Washington 25, D. C. 


DEAR SENATOR NEUBERGER: I understand that on April 14, 1955, the Senate 
Labor Subcommittee will consider amendments and changes to the wage and 
hour statute. 

This is an opportune time to correct the omission of public accountants, repre- 
senting two-thirds of the accounting profession, who should be excluded along 
with other professions such as doctors, lawyers, dentists, etc. 

Will you use your influence regarding this matter? 


Sincerely yours, 
W. H. Ropertson. 


Osweeo, OreG., April 12, 1955. 
Hon. RICHARD NEUBERGER, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR NEUBERGER: For many years I have been a resident and prac 
ticing public accountant in Oregon. 

The present version of wage and hour law gives exclusion from the provisions 
of this law to certified public accountants while it probably was the intent of 
the Congress to exclude the accounting profession. 

1 most earnestly urge you to take necessary steps to amend this law to cover 
the entire group of accountants. 

Very truly yours, 
FreD H. TORMOEHLEN. 


STATEMENT OF Ropert B. MEYNER, GOVERNOR OF NEW JERSEY, CONCERNING REVISION 
IN THE FAtR LABOR STANDARDS AcT 


My name is Robert B. Meyner and I am the Governor of the State of New Jersey. 

Since the President proposed in his economic message to Congress to establish 
a new Federal minimum wage, I have been asked to support a more realistic wage 
floor for industrial workers. This I am happy to do. 

The President’s proposal to set the minimum wage rate at 90 cents, it seems 
to me, is inadequate to meet current needs. 

Let me point, for example, to the textile industry, which has long been a prime 
economic factor in New Jersey. Because of its relatively mobile nature, the 
textile industry has been subject for several decades to the lures of low-wage 
areas. Annual reports of removals and liquidations read like a Who’s Who of 
New Jersey’s textile industry. 

In the wake of the exodus, large communities are left with critical unemploy- 
ment situations. In the past few years, employment in New Jersey textile oc- 
cupations has declined almost a third. Apart from textiles, the workers and 
owners of any mobile industry are constantly threatened by the ruinous com- 
petition of low-wage areas. Job opportunities may migrate, but breadwinners 
can’t. 

Why won’t the 90-cent hourly minimum help to stem this tide? 

Although a great deal of effort has been devoted to showing why low-wage 
employers allegedly cannot afford a significant minimum increase, less attention 
has been paid to the worker’s actual status. For instance, fewer than 5 percent 
of cotton-mill workers, fewer than 2 percent of the synthetic workers, and fewer 
than 1 percent of the woolen and worsted workers in federally covered low-wage 
areas presently receive less than the proposed 90 percent minimum. So that the 
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relatively small effect ef such a level would give little protection to eerther: 
manufacturers or to the workers in any district. 

In my State, the average hourly wage has increased about 50 percent sinc 
the last revision of the Federal wage floor. Yet the President proposes to raise 
the minimum by only 20 percent. In the general rise of wages and prices 
stimulated by the Korean conflict, the unorganized workers in all sections of 
the country found themselves in a pinch which the last revision sought t 
correct. It is this group without the protection of trade unionism whose ver) 
real needs should be considered in setting the new rate. 

How does the 90-cent figure stack up against these needs? On the basis of 
a 40-hour week, this rate will guarantee workers a gross pay of just $1 mors 
than the maximum weekly benefit which I expect the New Jersey Legislatur 
to approve for unemployment compensation. It also represents only about halt 
of the average hourly earnings of our State’s workers. 

It is fundamental to the concept of minimum wage that any increase sha! 
not adversely affect employment. In a report released January 14, 1955, the 
United States Department of Labor said it had thoroughly surveyed the results 
of the last increase of 5 years ago. It found that the 75-percent rise in minimum 
pay had only minor effects on employment. 

I am not going to urge upon the Congress any specific figure beyond 90 cents 
that should be established, except to say that, in my opinion, the figure should 
be substantially higher. If, according to the Department of Labor, only mino: 
effects resulted from a 75-percent increase 5 years ago, then a substantial fn 
crease at this time—in keeping with the rising plateau of wages and prices 
will rattle no windowpanes, and cause no serious maladjustment. 

A substantial increase over 90 cents will contribute materially to the problen 
of industry migration which we face in New Jersey. It will 
economic advancement of the low-wage-area worker. A realistic increase in the 
minimum wage can be made to benefit the organized as well as the unorganized 
workers, protect a large number of hard-pressed employers and, in general, con 
tribute to the well-being of the entire Nation. 


minister to th: 


RICH MOND WIPER SUPPLY, INGO., 


Richmond, Va., May 4, (955. 
Hon. PAUL H. Doveétas, 


Chairman, Subcommittee on Labor, 
Senate Committee on Labor and Public Welfare, 
Senate Office Building, Washington 25, D. O. 


My Drar Senator Dovetas: I have already written to the Honorable Lister 
Hill, chairman of the Senate Committee on Labor and Public Welfare, asking 
that I be allowed to appear before your subcommittee to bring to your attention 
and petition for correction of an inequitable situation which now exists becaus: 
of the exemption contained in section 13 (a) (3) of the Fair Labor Standards 
Act. I have not received a reply, and I would, therefore, like to make the follow- 
ing statement for the record in the event that I have no opportunity to present 
our views personally. 

I am speaking for a number of leading firms in the industrial wiping cloth 
business, all of whom are members of the KEX National Association, a trade 
association of firms engaged in this business. 

This group of firms is now covered by the provisions of section 6 and 7 of the 
act under which we must observe the minimum wage, overtime, and record-keep 
ing requirements of the law. Firms engaged in the family laundry business, 
however, are granted an exemption in paragraph 13 (a) (3) of the act which 
reads “any employee employed by any establishment engaged in laundering, 
cleaning, or repairing clothing or fabrics, more than 50 percent of which estab- 
lishment’s annual dollar volume of sales of such services is made within the 
State in which the establishment is located: Provided, That 75 pereent of such 
establishment’s annual dollar volume of sales of such services is made to custo 
mers who are not engaged in a mining, manufacturing, transportation, or com- 
munications business.” This exemption allows family laundries to enter our 
business in competition with those of us who must observe the law, using labor 
paid at much lower rates. This results in a very serious competitive disadvan- 
tage for us. We do not believe that it was the intent of Congress to create such 
an inequitable situation. If these family laundries enter our business in com- 
petition with us, we believe that as a matter of fair play, they should be bound 
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by the same laws which govern our operation. We, therefore, believe that the 
existing exemption should be removed from the act entirely 

The total volume of family laundry business available in the United States 
is tremendous as compared with the potential of the industrial laundry business, 
which is a small, specialized division of the entire laundry industry. Because of 
this fact, to allow family laundries to do up to 25 percent of their annual volume 
of business in the industrial field actually gives them the opportunity to take 
on the major portion of the industrial business available in a given area, and still 
retain the advantage of their exemption. For this reason, we feel that if Con 
xress is unwilling to remove the exemption in its entirety, certainly the percent 
age of their exemption should be drastically reduced 

The unfair situation which now exists is aggravated further by the practice 
of some family laundries of setting up subsidiary or controlled companies to do 
the actual retail industrial laundry business, while doing the processing for 
such subsidiary firms, in the family laundry plant at low prices made possible 
by their exemption from the act. By this means, the dollar volume done by the 
family laundries in industrial work can be held within the 25 percent exemption, 
whereas the retail dollar volume of the subsidiary or controlled company might 
be sufficient to bring the parent family laundry plant within the purview of the 
act were such volume of retail sales made directly by it. The same situation is 
presented where the family laundry plant does processing at wholesale for 
unother firm which is engaged in the industrial laundry business, but which does 
not have a processing plaat of its own. To prevent such misuse of the exemp 
tion, we believe that the law should provide that the retail industrial laundry 
business done by subsidiary or controlled companies, or by firms not operating 
plants for whom work is done at wholesale prices, should be included in the 
computation of dollar volume done by the family laundry in industrial work for 
purposes of determining whether the family laundry is covered by the act. 

We have outlined the unfair situation which eXists at the present time. We 
invite your attention, however, to the fact that any increase in the basie mini 
ium wage will serve to aggravate the inequity, and will pose a serious threat 
to the survival of our industry. Since an increase in the minimum wage appears 
probable and almost certain, the threat is real and immediate. 

In summary, we believe that Congress should grant relief from the serious 
threat to our industry during the current session by (1) removing the exemption 
now granted family laundries under section 13 (a) (3) of the act, or (2) if this 
is not done, by drastically reducing the percentage of exemption allowed, and 
by (3) making it mandatory to include the retail volume of industrial laundry 
business done by subsidiary or controlled companies, or work done at wholesale 
for other companies not operating plants, in the total of dollar volume done by 
the family laundry in industrial work for determination of coverage nnder the 
act. 

Respectfully yours, 
4 Leo WELLHOUuSE, Jr., President. 


MICHIGAN INDEPENDENT TELEPHONE ASSOCIATION, 


Lansing, Mich., April 25, 1955 
Hon. Lister HILL, 


Senute Office Building, Washington, D. C. 


Honorep Str: Attached for your consideration in conjunction with minimum 
wage deliberations is a statement reflecting the impact of minimum wage legis- 
lation without benefit of 750-station exemptions as presently provided by law. 

The majority of independent telephone companies serves approximately two- 
thirds of all rural areas in which availability of labor, and possible sources of 
revenue to meet charges, are definitely circumscribed by local conditions. 

Your intercession toward maintaining the 750-station exemption in any 
minimum-wage legislation is respectfully requested. 

Courteously, 


F. B. Twiec. Secretary 


Facts RELATED TO IMPACT OF A $1.25 Per Hour MintmumM Wace Upon 
INDEPENDENT TELEPHONE COMPANIES IN MICHIGAN 


There are 132 independent telephone companies in Michigan, exclusive of the 
Michigan Bell. 


Two of the 132 are large syndicated companies operating under agreements 
with labor organizations. 
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Thirty-seven are dial operations and not involved. 

Seven are fairly large manual operations paying more than the present 
minimum of 75 cents per hour as prescribed by Federal regulation. 

EKighty-six companies—serving less than 750 telephones each and exempt from 
minimum-wage requirements under present Federal provision—are the subject 
of these remarks: 

The total net income of these 86 companies in 1954 was approximately $124,500. 
The average net income per company was about $1,500. 

There are 168 hours in each week. At the permissible maximum of 44 hours 
per week per employee, each company would require the services of 3.8 employees 
per week to furnish minimum service. The 86 companies would require 326.4 
employees per week to cover 14,361.6 man-hours per week. 

At the proposed minimum wage of $1.25 per hour the 86 companies would have 
to raise approximately $18,150 per week, or about $948,800 per year. Present 
wage costs are about $544,616 per year. 

The difference between present wage costs of about $544,616 per year and the 
proposed, approximate of $943,000, is $399,184, or an average of about $4,641 
per year per company, or $10.45 per month per telephone. The present average 
monthly rate for rural telephone service approximates $4 per month. 

If the proposed minimum wage of $1.25 per hour became law—the average 
rate per month per telephone would be the present $4 rate plus $10.45 for labor 
alone, or $14.45 per month per telephone. Such rates would reduce present users 
by at least 25 percent. 

The lederal Minimum Wage Act took those limitations into account and 
established exemptions for companies serving 750 telephones or less. 

Further, small independent telephone companies hire elderly people on a part- 
time basis to the advantage of the State, the employee, and employer. Such 
employment would be discontinued because of costs under the proposed bill, 
resulting in more unemployment and larger payments by the State under the 
several statutes governing payments for old-age assistance, unemployment com- 
pensation, ete. 


NATIONAL COTTON GINNERS ASSOCIATION, 
April 13, 1955. 
Hon. Stewart FE. McCuiure, 
Committee on Labor, Washington, D. C. 

Dear Sir: Enclosed are copies of resolutions passed by the National Cotton 
Ginners Association and the Carolinas Ginners Association, Inc., in regard 
to the proposed increase in the minimum wage and the definition of “area 
of production.” 

We felt that our views on this subject would be of interest to you at this time. 
The National Ginners Association represents all of the original processors of 
cotton in the United States and our ginners will be severely affected by the pro- 
posed increases and the extension of coverage in several of the bills coming before 
you for consideration. 

We hope that this information on our position in this matter will be of benefit 
to you. 

Yours very truly, 
Cuiirrorp H. Harpy, 
Executive Secretary. 

Whereas there have been suggestions and agitation for an act of Congress to 
increase the minimum wage as prescribed by law, and 

Whereas any increase in the minimum wage will work great hardship on a 
majority to the cotton gins through disruption of competitive wage scales and an 
increase in the charges that will have to be made to the farmer for ginning his 
cotton and a reduction in causal employment: Therefore, be it 

Resolved, by the National Cotton Ginners Association in convention assembled, 
that they oppose any increase in the national minimum wage at the present 
time. 

Whereas the definition of “area of production” as now enforced by the ad- 
ministrator of the Wage and Hour Act is not realistic and disrupts the normal 
competition between gins: Therefore, be it 

Resolved, by the National Cotton Ginners Association in convention assembled, 
that the area of production be redefined so that all cotton gins be considered in 
the area of production. 
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Be it resolved: 

The Carolinas Ginners Association, Inc., is highly opposed to any increase in 
the minimum wage. Within the ginning industry, there is definite inequality 
imposed upon the gins located in towns of more than 2,500 population because of 
the interpretation and definition of “area of production” as set up in the present 
wage-and- hour law. This same inecuality affects all phases of the raw cotton 
industry and should be rectified. 


Reno, Nev., April 11, 1955 
Senator ALAN BIBLE, 
Senate Building, Washington, D. C.: 
We are opposed to any further Federal encroachment on retail and service 
business. We sincerely request that the retail and service exemption be re- 
tained in the Fair Labor Standards Act. 


NEVADA RETAIL MERCHANTS ASSOCIATION. 


APRIL 15, 1955. 
Hon, Paut H. DouGLas, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate. 

Deak SENATOR: I am receiving considerable mail from public accountants 
in the State of Washington requesting that I present the following recommenda- 
tion to your subcommittee : 

“Under the present ruling or interpretation of the wage-and-hour laws, 
certified public accountants only are excluded from the provisions of the law, 
although the law itself apparently attempted to exclude all professional services. 
We feel that the licensed public accountants should be excluded, as well, since 
most of the States recognize and license public accountants, and since they 
perform the same service as the certified public accountant. 

“Accountants have a demand on their time that is highly irregular, both 
seasonally and monthly, and, therefore, are not very easily regulated to regular 
time and overtime provisions. They have a heavy tax season every year and 
a heavy first-of-the-month time and a slack end-of-the-month time. To meet this 
demand, they have to work long hours at their busy time and short hours in their 
slack time. 

“This is a condition of their work that accountants expect, and regulation 
by the wage-and-hour laws is, therefore, burdensome to them and actually serves 
no constructive service.” 

I respectfully request that you and your committee give this recommendation 
careful consideration. 

Sincerely, 
WARREN G. MAGNUSON, 
United States Senator. 


THE CAROLINAS GINNERS ASSOCIATION, INC., 
Bennettsville, S. C., April 26, 1955. 
Senator PaAuL DovueLas, 
Special Subcommittee on Minimum Wage, Senate Office Building, 
Washington, D. C.: 

The Carolinas Ginners Association, Inc., is opposed to any increase in the 
minimum wage or extension of coverage of the Fair Labor Standards Act to 
include agriculture and first processors of agricultural products. 

We heartily endorse the statement to be presented by the National Cotton 
Ginners Association before your special subcommittee. 

We would appreciate your making this a part of your records. 

Sincerely, 
W. J. Lone, Jr., President. 
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NATIONAL COUNCIL OF THE CHURCHES OF CHRIST, 
IN THE UNITED STATES OF AMERICA, 
New York, N. Y., May 10, 1955. 
Senator Paut H. Doveras, 
Labor and Public Welfare Committee, Senate Office Building, 
Washington, D. C. 


Drak Senator Doveras: We understand that a subcommittee of the Senate 
Labor and Public Welfare Committee is currently holding hearings on proposed 
amendments to the Fair Labor Standards Act. While the National Council 
of Churches has not taken any position with regard to the specific amendments 
under consideration by the subcommittee, it has made statements which have 
a bearing in principle to the general problem. Therefore, I am submitting a 
statement and request that it be made part of the record. 

“The National Council of Churches has affirmed that Christians should work 
for a situation wherein all have access at least to a minimum standard of living.’ 
It has further affirmed that ‘economic institutions should be judged also by their 
impact upon the family—which involves standards of living. * * * These 
statements are from Christian Principles and Assumptions for Economic Life, 
a statement adopted by the general board of the National Council of Churches, 
September 15, 1954, a copy of which I enclose, 

“An adequate minimum wage is an important factor in the achievement of 
these declared goals related to standards of living. It is clearly apparent that 
what was deemed an adequate minimum wage for 1950 needs to be increased 
if it is to serve a similar purpose today. 

“Support for the concern and principle armed by the National Council of 
Churches also calls for careful consideration of the widest possible coverage 
by the wage provisions of the Fair Labor Standards Act.” 

Sincerely yours, 
CAMERON P. HALL 


APPLE GROWERS ASSOCIATION, 
Hood River, Oreg., April 29, 1955. 
Hon. Wayne D. Morss, 

United States Senate, Washington, D. C. 


Dear Senator Morse: You no doubt recall that on your visit here last month 
there were some comments on proposals expected to be presented to Congress 
relative to the wage-and-hour law. 3 

The fruit industry in this area is particularly concerned about proposals in 
some of the legislation submitted to eliminate or modify sections of the present 
law allowing some exemptions from the time and one-half over 40-hour week 
provisions for the fruit processing, packing, and handling of agricultural and hor 
ticultural commodities. 

Much evidence has been presented in the past supporting the necessity for the 
exemption. Maybe this is not the time to go into a long discussion of the various 
problems involved. We think we should say, however, that there is a consider- 
able overtime cost paid by the fruitgrowers in this area regardless of the present 
exemptions allowed. The maturing of fruit and the period of time during which 
it has to be picked and prepared according to standards necessary to obtain a 
price giving the growers a reasonable return does not fit into a 40-hour-week 
work schedule. 

The entire fruit industry in Oregon and Washington is either organ‘zed or is 
influenced by working conditions negotiated between union representatives and 
employers. Much time has been spent in discussing ways and means of reducing 
weekly hours. There has been no solution accepted by both employees and 
growers that would result in a 40-hour week during the entire year without 
imposing a greatly increased cost on the growers. 

It may seem at times that cost to the growers is overly emphasized, however, 
this is literally true with a cooperative organization of our type. The producer 
of the fruit receives the full market price less the actual cost of preparation. 
There is no profit retained from the grower which could absorb any part of an 
increased cost. We believe this is largely true regardless of the type of organiza- 
tion performing the necessary services. 

We most earnestly urge the retention of the present yearly exemption in any 
revision that may be made in this law. 

Sincerely, 
E. C. Zieciter, Personnel Manager. 
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MINNESOTA TELEPHONE ASSOCIATION, IN« 
St. Paul, Minn., May 5, 1955. 
subject: Fair Labor Standards Act, Minimum Wage Amendments, Telephone 
Operator 750 Station Exemption. 
Hon. EnwArp J. Ture, 
Senator from Minnesota, ° 
Senate Office Building, Washington, D. C. 

Dear Senator THye: We understand that hearings began on April 14 before 
1 subcommittee of the Senate Committee on Labor and Public Welfare relating 
to a change in the basie 75i-cent minimum hourly wege. Senator Douglas of 
Illinois is subcommittee chairman and Senator Lister Hill of Alabama is chair- 
man of the Labor and Welfare Committee. 

It is our understanding that the administration has gone on record for 90 cents 
minimum. This would be 15 cents per hour increase above the present 75 cents 

On April 14 Secretary of Labor Mitchell, testifying on the onening day of the 
hearings, asked for 90 cents and also suggested that the 750-station operator 
exemption be reviewed. 

We emphatically make the following points for your serious consideration :‘ 

(a) In our opinion fair wage rates are now being paid commensurate with the 
going wage rates for similar skills in other industries, in the same communities 

(bh) Telephone wage rates now exceed the minimum in job classifications in 
telephone companies above 750 stations. 

(c) Irrespective of the law, community going rates must be paid to attract and 
retain employees on the job out of the community “labor market” 

(d) Any increase in the minimum will project itself on upward through the 
higher job classifications because a differential must be maintained as between 
job classifications. This will “snowball” wage costs. 

(ce) Any increase in the minimum will more widely and more directly affect 
the smaller rural telephone companies. 

Now, as you know, we are a fully-regulated industry. We cannot raise any 
prices (rates) for service without Commission approval following a public 


hearing. Rate cases are long and costly. Commission dockets are heavily 


loaded. There is always a regulatory lag period where telephone companies 


literally “bleed at the mouth.” 

So far, in this post World War ITI period, under intermittent periods of fixed 
rates, with constantly rising operating costs every day, week, month, and year, 
it has meant a constant and progressive attrition on net earnings of the telephone 
companies. Their earnings have endlessly kept slipping lower until the next 
successive set of higher rates have been authorized, then the process repeats itself 
where net return again sags and sags until solvency 
onother rate case, then repeat process, 

Now there is one serious weakness in this spiral of seemingly ever-increasing 
operating costs. Sure we can “prove in” these costs to the Commission over 
and over but the time is fast approaching when telephones may be priced out 
of the market. We cannot force anyone to retain a telephone. That is the 
underlying fallacy of it all. 

Now it is about time to “hold the line” on these costs. Generally speaking, 
wages and taxes—those two items alone—in every telephone company make up 
two-thirds of total operating costs. This is not healthy and wholesome for a 
publie utility operating solely for public convenience, necessity, interest, health, 
and welfare, as defined by law. 

The present law provides for telephone operators in companies of under 750 
telephones to be exempt from meeting the 75-cent minimum. This exemption 
must be retained, no matter what, unless you want to deal a death blow to the 
smaller, mostly rural, telephone companies, and unless you desire to hit the 
farmer another blow in the pocket for we make no bones about it—if the hourly 
minimum is boosted, say to 90 cents or $1 or above, there will be telephone rate 
cases, score upon score. And if the 750-station exemption is knocked out, we 
here in Minnesota will find it necessary to forthwith file about 300 rate cases. 

There is no other answer—any upward adjustment in minimum wages will 
mean the public footing the bill. We don’t like it, the public doesn’t like it, and 
the Commission doesn’t like it. 

Please let us have your thinking and your commitment on the hourly rate 
and the 750-telephone-company exemption. Are you in favor of retaining the 
present 75 cents or adopting the proposed 90 cents, or $1, or $1.25, or what? 


ae), 


is jeopardized. Then 





1558 AMEND FAIR LABOR STANDARDS ACT OF 1938 


Your position and your thinking will be made known throughout the great 
State of Minnesota, for if telephone rates must, perforce, go up on a broad scale, 
the public will have to be told why for it is the nature of our business to be 
required to prove our rates in public hearings. 

Respectfully yours, 
Keitn W. Voaet, Secretary-Treasurer. 


NATIONAL BrooM MANUFACTURING Co., 


Pueblo, Colo., April 20, 1955. 
Hon. Gorpon ALLoTT, 


Senate Office Building, 
Washington, D.C. 

Dear SENATOR: Have been reading and hearing quite a bit about a new and 
higher minimum wage. 

Personally, I can see no reason at all for any minimum-wage law. It seems 
to me that a minimum wage is well being taken care of by the unions, labor, 
and the workers themselves. To be frank about it, I feel that our Government 
should get out of the picture altogether as far as wages are concerned except, 
maybe, Government employees, and that our Government should do something 
about putting the labor unions under certain control and do something to protect 
industry against too many and maybe unjustified strikes. 

Please, Senator, do not misunderstand me—I am strong for labor getting what 
they are justly entitled to but, in my opinion, the union leaders are going entirely 
too far and unless they are slowed down I am fearful of what the results will be. 

Unfortunately, I am in a poor-man’s industry. I have to go up against the 
competition of the Federal prison broom shops, the blind shops most of whom 
are subsidized, the Seventh Day Adventist Schools, and what-have-you. The 
hig industries, such as the steel industry, automobile industry, and other big 
industries can raise wages, add the additional labor costs onto their product, and 
get by with it but we smaller fellows, whose businesses are far, far more com- 
petitive, cannot do this and this being true the large industries are, so to 
speak, “murdering” small industries. In fact, seemingly about the best that is 
left for a young man today is to either get a job with the Government or work 
for some big industry or big chain. 

If the minimum wage is raised, I certainly think there should be an apprentice 
ship of 4 to 6 months at the 75 cents per hour before the higher minimum becomes 
effective. 

Yours very truly, 
D. ARBAUGH. 


NATIONAL BrooM MANUFACTURING Co., 
Pueblo, Colo., April 28, 1956. 
Hon. Gorpon ALLOTT, 
Senate Office Buiding, Washington, D. C. 


DEAR SENATOR: Thanks for your letter. 

I still think the Government should keep out of wages, but politics sometimes 
makes bad bedfellows. In my opinion, a $1.25 per hour minimum wage would 
be bud 1n more ways than one. 

(1) It would force a big increase in unemployment. 

(2) It would force many small concerns out of business. 

(3) It would spoil labor more than labor is now spoiled. 

Feel sure that if our company has to pay a $1.25 per hour minimum wage 
that we would not buck it and would immediately begin liquidation—think we 
would be very foolish to attempt to carry on. 

Seemingly, when too many laws are written and passed, the little fellow 
is not too much considered. There are more small, independent retail grocers. 
and far more other small-business concerns going out of business or going broke 
today than ever before. 

Think the minimum-wage law should be left alone or repealed. 

Yours very truly, 


D. ARBAUGH, President. 
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LAW OFFICES 


Arvey, Hopes & MANTYNBAND, 
Chicago, May 17, 1955 
Senator PauL H. DouGLas, 
Chairman, Subcommittee of the Senate Committee on Labor and Public 
Welfare, Senate Office Building, Washington, D. C, 

DeaR SENATOR Dove.as: We respectfully submit for consideration by your 
subcommittee the observations of Avon Products, Inc., whom we represent, with 
respect to (1) Senate bill 770, 84th Congress, Ist session, insofar as it proposes 
to remove the exemption presently accorded to “outside salesmen” from the 
minimum-wage and overtime-pay provisions of the Fair Labor Standards Act; 
and (2) Senate bill 662 insofar as it proposes to make the exemption presently 
accorded to bona fide executive, administrative, and professional employees under 
the act applicable only to those of such employees who receive a salary of $6,000 
or more per year. 

Avon Products, Inc., is one of the largest manufacturers of cosmetics in the 
United States. It merchandises its products through the agency of outside sales- 
men, who, as independent contractors and not as employees, sell those products 
directly to the general public. Avon Products, Inc., has selling problems in 
common With the vast number of other organizations throughout the country 
who utilize the services of outside salesmen on a basis similar to that of Avon, 
The outside salesmen who sell the products of Avon have problems and interests 
akin to the many thousands of outside salesmen who perform their services 
on a similar basis for other organizations, All of those who engage the services 
of outside salesmen in this fashion will be similarly affected by the proposed 
removal of the exemption for that class. 

Nearly every business, large and smail alike, employs persons who are presently 
exempt from the minimum-wage and overtime-pay provisions of the act because 
they are executive, administrative, or professional employees as defined by 
regulations adopted under the act. Our client, in common with those other busi- 
nesses, will be necessarily affected by Senate bill 662 to the extent that the bill 
proposes to limit the exemption of executive, administrative, and professional 
employees only to those of them who earn $6,000 or more per year. 


THE PROPOSED REMOVAL OF THE EXEMPTION FOR OUTSIDE SALESMEN 


Section 13 of the Fair Labor Standards Act of 19388 exempted, among others, 
from its minimum wage and overtime pay provisions “any employee ei- 
ployed * * * in the capacity of outside salesman (as such terms are denned and 
delimited by regulations of the Administrator).” (Public Laws, June 25, 1938, 


ats 


c. 676, see. 18, 52 Stat. 1067.) The section was amended in 1939 and again in 
1949, but those amendments did not in any manner alter the exemption granted 
to outside salesmen. (See Public Laws, August 9, 1939, ¢. 605, 53 Stat. 1266: 
October 26, 1949, c. 736, sec. 11, 63 Stat. 917.) The statutory exemption of 
outside salesmen is thus presently in force. (29 U.S. C., see. 218 (a) (1).) 

Section 541.5 of the Rules and Regulations of the Wage and Hour Division, 
as amended (29 C. F. R., ch. V., subpart A, sec. 541.5, as amended), defines an 
outside salesman to mean any employee : 

“(a) who is employed for the purpose of and who is customarily and 

regularly engaged away from his employer's place or places of business in: 

(1) making sales within the meaning of section 3 (k) of the Act, or 

2) obtaining orders or contracts tor services or for the use of facilities 

for which a consideration will be paid by the client or customer; und 

(b) whose hours of work of a nature other than that described in pava- 

sraphs (a) (1) or (a) (2) of this section do not exceed 20 percent of the 

hours worked in the workweek by nonexempt employees of the 
ployer * * *,” 

Senate bill 770 proposes to remove the exemption presently accorded to out- 
side salesmen. The outside salesman, working away from his employer's place 
of business, typically alone, is by the very nature of his work not effectively 
subject to control or supervision. His selling work may be carried on even when 
the office or plant is closed and does not depend upon the working hours of 
other employees. Essentially, he devotes as much time as he deems necessary 
adequately to canvass his territory. By and large, the outside salesman is sub- 


ein- 
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Ject to control or direction only as to the result to be accomplished in terms of 
sales, but generally, within certain limitations, he is free to follow his own 
judgment and discretion as to the mode, manner, and details of the performance 
of his work. 

Hitherto, because of the specific exemption of outside salesmen under the act, 
it has been unnecessary to determine whether or not, in any given case, outside 
salesmen are employees within the meaning of the act. 

Section 3 (e) defines “employee” as including “any individual employed 
by an. employer”; and section 3 (g) provides that the word “ ‘employ’ includes 
to suffer or permit to work.” (29 U.S. C., secs. 208 (e) and (g).) 

In determining who are employees under the act, the Supreme Court of the 
United States has said that “common law employee categories or employer-em- 
ployee classifications under other statutes are not of controlling signiti- 
cance, * * * This act contains its own definitions, comprehensive enough to 
require its application to many persons and working relationships, which prior 
to this act, were not deemed to fall within an employer-employee category.” 
(Walling v. Portland Terminal Co., 330 U. 8. 148, 150 (1947).) 

Although the act is thus construed to cover working relationships which, prior 
to its passage, were not deemed to fall within master and servant categories, it 
has not been construed to cover all working relationships. Thus, the United 
States Court of Appeals for the Ist Circuit commented in Walling v. Portland 
Terminal Co, (155 F. 2d 215, 218 (1946) ) : 

“But we do not believe that Congress intended to give to the term ‘employee’ 
the expansive scope that a literal construction of the words ‘suffer or permit to 
work’ would compel. We cannot infer that Congress intended the absurdities 
that such a construction would breed.” 

The Supreme Court in affirming that decision similarly commented (230 U. 8. 
148, 152): 

“The definition ‘suffer or permit to work’ was obviously not intended to stamp 
all persons as employees who, without any express or implied compensation 
agreement, might work for their own advantage on the premises of another. * * * 
The definitions of ‘employ’ and of ‘employee’ are broad enough to accomplish 
this. But, broad as they are, they cannot be interpreted so as to make a person 
whose work serves only his own interest an employee of another person who 
gives him aid and instruction.” 

Generally speaking, one who is free to follow his own judgment and discretion 
as to the mode, manner and details of the performance of his work and who is 
subject to control only as to the result to be obtained, is, under common-law 
principles, an independent contractor rather than an employee. If the exemp- 
tion for outside salesmen should be removed, a vast number of those who, under 
common-law principles, are independent contractors rather than employees will 
become subject to the act under the comprehensive definitions of the terms “em- 
ployee” and “employ” contained in the act. Nevertheless, many such salesmen 
may be held to be outside the pale of the act for the reason that they are not 
employees either under the act’s definition or under common-law principles. 

The removal of the exemption of outside salesmen would create an atmosphere 
conducive to a flood of litigation over the status of those emplovees. A decision 
in one case may not be controlling in another. In determining whether the re- 
lationship of an outside salesman to his employer is that of master and servant 
or contractee and independent contractor, each case must be determined on its 
own facts and all features of the relationship must be considered. 

To create a situation calling for endless disputes over the status of outside 
salesmen would not be consonant with the declared policy of Congress to elim- 
inate, among other things, conditions which lead to labor disputes burdening and 
obstructing commerce and the free flow of goods in commerce. 

The adoption of Senate bill 770 would render the applicability or inapplicability 
of the act to outside salesmen in each instance dependent upon the extent to 
which courts may consider them to be employees under the act, The literal ex- 
pansiveness of the definitions of the terms “employee” and “employ” and the ab- 
sence therein of any realistic or practical definitiveness may well result in court 
holdings contrary to that which the Congress actually intended. Such holdings 
would not only be productive of inequities, but would hamper the smooth admin- 
istration of the act. 

This is illustrated by the legislative experience of the Congress with section 
13 (a) (2) of the act. As originally worded, that provision exempted employees 
“engaged in any retail or service establishment the greater part of whose sell- 
ing or servicing is in intrastate commerce” (52 Stat. 1067). Because of the 
tendency of the courts to hold that many sales or services performed within a 
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State were not intrastate sales or services, Congress found it necessary, in the 
interest of clarity, to eliminate the requirement that the greater part of the sell 
ing be in intrastate commerce and to substitute in its place the specific require 
ment that over 50 percent of the retail establishment's sales by annual dollar 
volume be made within the State where the establishment is located (63 Stat 
017: U. S. C. Congress. Serv., Sist Cong., Ist sess., 1949, vol. 2, pp. 2263-2264). 

In enacting the Fair Labor Standards Act, the 75th Congress was concerned 
with the expressed purpose of eliminating labor conditions detrimental to the 
maintenance of the minimum standards of living necessary for the health, 
efficiency, and general well-being of workers. By specifically exempting outside 
salesmen from the protection against the evils which the preamble of the act 
asserts the act was designed to correct, Congress necessarily found that outside 
salesmen, because of the nature of their occupation, were not within the class 
of workers who required the kind of protection which the act sought to afford. 

The nature of the occupation of outside salesman and his relationship to 
his employer is the same today as it was in 1938 when the act was passed. 
No practical benefit will inure to those engaged in that occupation as a class 
by the withdrawal of their exemption from the minimum-wage and overtime-pay 
provisions of the act. 

As the employer and the employee engaged as an outside salesman are both 
normally interested only in the results to be obtained in terms of sales and not 
in the hours devoted to the occupation, an occasion would not likely arise where 
xn outside salesman would be requested to work overtime. Generally, the 
employer has no knowledge or record of the actual time worked by such an 
employee. In fact, the overtime concept is foreign to the occupation because 
of its very nature. The removal of the exemption of the outside salesman 
would not inherently change his status nor his relationship to his employer. 
It would merely compel the employer to take cognizance of the time spent 
by the salesman in his efforts. However, the very nature of the outside sales- 
man’s occupation demonstrates that it is not feasible or practical for the 
employer to supervise or control the time that one so engaged devotes to his 
work. 

Because of such absence of control, the employer would be compelled either 
to accept the trueness of his employee's claim for overtime work, or, by refusal 
to do so, to lay himself open to statutory actions or prosecutions for violation 
of the act. 

The employer might devise complicated and cumbersome recordkeeping systems 
which would require the outside salesman to account in detail for every moment 
of his working time. These systems would be self-defeating, as the keeping 
of such detailed records would require of the salesman many additional hours 
of work. The additional time required for recordkeeping would be that much 
less time for the salesman to devote to his selling duties. The loss of that 
time would be unwelcome to the salesman, inasmuch as his earnings are generally 
measured solely by the anfount of his sales. 

The employer might also resort to costly and extensive systems of espionage 
designed to test the correctness of an outside salesman’s time reports. Such 
espionage would be neither healthy for the employer-employee relationship, 
nor would it be consonant with the expressed purposes of the act. 

Hence, in the final analysis, the employer would, as a practical matter, be 
required to accept as correct the outside salesman’s unsupported assertion of 
the amount of time spent in the performance of his work. 

Since generally, no occasion would arise for an employer to desire or request 
overtime work of an outside salesman, in most cases, if the exemption were 
removed, the employer, having no control of the salesman’s time, would be 
compelled to resort to the practice of prohibiting him from working more hours 
than the act permits without payment of overtime pay. Such practice would 
hot always, however, protect the employer from overtime-pay liability. The 
unnouncement by an employer that no overtime work will be permitted or that 
overtime work will not be paid for unless authorized in advance will not prevent 
the employee from recovering overtime pay for work which he is actually 
suffered or permitted to perform. (See C. C. H. Lab. Law, vol. 3, par. 25,580.75; 
also cases cited in 169 A. L. R. 1318-1319 and 162 A. L. R. 307-309.) 

Whether or not an employee is “permitted” or “suffered” to work overtime 
is a question of fact to be decided on the basis of the cricumstances surrounding 
each particular case. Thus, assume that en emjo, er hires an outside salesman 
whom he explicity prohibits from working overtime; that the emp'oyee never- 
theless at the end of his first workweek reports to his employer that he has 
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worked overtime; and that the employer refuses to pay for the overtime at the 
Statutory rate for the reason that he did not authorize the overtime. Assume 
further that for a number of succeeding weeks the employee continues to report 
overtime work, and the employer consistently refuses to pay the overtime rate. 
Under such circumstances, it may well be argued that the employer is liable in 
an action under the statute to recover the overtime pay because he “suffered” 
the employee to continue the practice of working overtime. See Pinckley y. Allied 
Oil Corp. of Tilinois (325 Ill. App. 326, 16 N. E. 2d 106 (1945) ) ; Johnson v. Dierks 
Lumber & Coal Co, (130 F, 2d 115 (C. A. 8, 1942) ). 

The only course which an employer might safely follow in such case, although 
it is one which he would not desire, would be to discharge the employee when 
he is first advised of the unauthorized overtime or to discharge him promptly 
after due and timely warning not to continue the practice. 

Situations such as those here assumed would not be likely to occur often in 
eases where the hours of an employee can be contro'led by an employer. In 
the case of outside salesmen, however, they might occur all too frequently. 

The foregoing comments may serve to illustrate the impracticability of bring- 
ing the outside salesman within the purview of the provisions of the act from 
which he is now exempt. The outside salesman, because of the nature of his 
occupation, is not one who requires or needs the act’s protection. It is sub- 
mitted that the exemption of the outside salesman embodies sound legislative 
judgment and should be continued. 


PROPOSAL OF A $6,000 PER YEAR SALARY FLOOR FOR EXECUTIVE, ADMINISTRATIVE, AND 
PROFESSIONAL EMPLOYEES 


Section 13 of the act also exempts from its minimum wage and overtime pay 
provisions “any employee employed in a bona fide executive, administrative, 
(or) professional * * * capacity (as such terms are defined and delimited by 
regulations of the Administrator” (29 U. S. C., see. 213 (a) (1)). That pro- 
vision has remained unchanged since the enactment of the law in 1938. (See 
52 Stat. 1067; 53 Stat. 1266; 638 Stat. 917.) 

Senate bill 662 proposes to accord the benfit of the present exemption only 
to those executive, administrative, and professional employees who receive 
$6,000 or more per year. If the bill is intended to mean what it literally says, 
an employee may be a bona fide executive, administrative, or professional 
employee, although he earns less than $6,000 per year, but the benefit of the 
exemption will be denied him unless he earns at least that amount. So intended, 
the provision would not be a salutary one, as those who clearly fall within the 
ambit of the definition should be accorded the statutory exemption, although 
their earnings are less than the proposed amount. 

More likely, however, the sponsor intended by the language of the bill that 
the prescribed $6,000 per year salarly shall be merely one of the necessary 
requirements for qualification as an executive, administrative, or professional 
employee. So intended, the proposed statutory provision for a salary test is 
unnecessary, unrealistic, and inequitable. 

Section 13 (a) (1) of the present act does not attempt to define the terms, 
“executive,” “administrative,” or “professional.” It authorizes such terms to 
be defined by regulations of the Administrator. 

The original regulations defining these terms were adopted in 1938. They 
were amended in 1940 and in 1949 after careful study, analysis, and considera- 
tion by the Administrator following a series of public hearings. 

The present regulations provide a general test for each of the three types of 
employee and a special shortened test for higher-paid employees in each of the 
three classifications. Under the general test for executives, an employee 
must meet six separate requirements, including a salary requirement of not 
less than $55 per week. Under the general test for administrative employees, 
five separate requirements must be met, including a salary requirement of 
not less than $75 per week. Under the general test for professional employees, 
four separate requirements must be met, including a salary requirement of 
not less than $75 per week. 

Although the salary test has furnished a valuable guide alike to the wage-and- 
hour inspector as well as to the employer and employee, it is by no means the 
most important test. Equally and perhaps more important, are those require 
ments for performance of work and exercise of discretion which are charac- 
teristic of work and exercise of discretion in a bona fide executive, administra- 
tive, or professional capacity, as the case may be. 
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In each case, the requirements were selected with special consideration for the 
effect they would have upon the other requirements in the definition, Together, 
they created a realistic and functional working pattern. No sound reason ts 
perceived why the Congress should be called upon to embody one of these require- 
ments (the salary test) in the act itself, leaving the other tests to be prescribed 
by regulation. 

If it be assigned as a reason therefor that inclusion in the statute will pre- 
vent abandonment of the salary test by those responsible for maintenance of 
the regulations, it is answered that the same argument would necessarily apply 
to the other eyually and perhaps more important standards, which Senate bill 
662 does not propose to embody in the act. 

The fact remains that in each case the principal requirements now contained 
in the regulations, including the salary test, have been, with some modifications, 
a part of the regulations ever since 1938. 

The standards chosen by the Administrator of the Wage and Hour Division 
represent the result of study and experience, and over the years they have proved 
to be an adequate yardstick. It is submitted that it may safely be left with the 
diseretion of the appropriate statutory officer charged with the duty of promu! 
gating such regulations to determine what proper standards or tests shall be 
used for purposes of demarcation. The statutory expression of the proposed 
salary test is unnecessary. 

If it be assigned as reason for inclusion of the salary test in the act that the 
present salary levels contained in the regulations are too low, it is answered that 
section 541.6 of the regulations, which provides for considering amendments to 
the regulations, is available if changes in salary requirements become desirable. 
Any necessary revisions in salary requirements can be made promptly under 
the regulations. 

Conversely, inclusion of the salary test in the act itself would make the test 
much more inflexible. A statute is not as readily modified as a regulation. 
Even though a salary level chosen by Congress for embodiment in the act 
should, at the time of its selection, constitute a proper guide for determination 
of exempt status, any future deflation in salary or wage levels might destroy 
the efficacy of the statutory salary test; and the statute, being less readily 
capable of change, would serve to deny the exemption to bona fide executive, 
administrative, and professional employees. 

Even if it may be deemed wise or essential to include a salary test in the act 
itself, the proposed blanket salary level of $6,000 is entirely unrealistic and in- 
equitable. It makes no allowance for the separate problems peculiar to the exec- 
utive employee, which induced the Wage and Hour Division to select a lower 
salary level for such personnel. (See the Stein Report, Wage and Hour Division, 
October 10, 1940; the Weiss Report, Wage and Hour Division, September 
10, 1949.) 


The Wage and Hour Division has found from its long years of administration 
of the act that it is preferable to express the salary level in terms of dollars 


per week rather than in terms of dollars per month or year. Thus expressed, 
the proposed salary level in Senate bill 662 would slightly exceed $115 per week. 
That amount represents an increase in excess of $60 per week over the present 
level of $55 for executives, and an increase of $40 per week over the present 
level of $75 for administrative and professional employees. 

The present levels were established in 1949 after exhaustive hearings. In 
weighing the advisability of increasing those levels, which were arrived at 
after long and careful study, the function of the salary test should be borne in 
mind. It is not the purpose of the act to establish wages or salaries for execu- 
tive, administrative, or professional employees, or to adjust their salaries to 
meet rising costs of living. The salary test is essentially a guide to aid in 
distinguishing bona fide executive, administrative, and professional employees 
from those who are not intended by Congress to come within these categories. 
Any increase in the salary level, whether made by statute or regulation, should 
have as its primary purpose the drawing of a line separating exempt from non- 
exempt employees rather than the improvement of the status of such employees. 
Such a line cannot be drawn with precision; it can only be approximate. 

To make enforcement possible and to provide for fairness in competition, the 
rate should in each of the three classifications be reasonable under average con- 
ditions throughout the country. ‘The salary rate is applied to many thousands 
of different situations in all parts of the Nation. Salaries vary, industry by 
industry, and in different parts of the country, and employees may have a high 
degree of responsibility without a commensurate salary: 


62569 Pt. 3—55 -21 
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In order that a test be useful in satisfying employers, employees, and the 
Wage and Hour Division as to the exempt status of particular individuals, these 
levels should approximate the prevailing minimum salaries for the type of 
personnel involved ; otherwise, persons will be disqualified from exemption whom 
the Congress actually intended to be exempt. 

One guide relied upon to a considerable extent by the Wage and Hour Division 
in September 1949 in determining salary levels for administrative and pro- 
fessional employees is the level of salaries in the Federal Government service 
for lower grades of administrative and professional employees. The grades 
selected as an appropriate barometer for these determinations were CAF-7, the 
lowest administrative grade, and P-—2, the lowest grade of professional service 
requiring the exercise of independent judgment. 

The starting salary for both grades CAF-7 and P-2 in September 1949, was 
$3,727 per annum. Today, these grades start at $4,205, an increase of $478 per 
year or $9.19 per week. The maximum for these grades in September 1949 was 
$4,480 per year. The present maximum is $4,955, an increase of $475 per year 
or $9.13 per week. 

Another guide which may be of assistance in selecting appropriate salary 
levels is the Consumer Price Index issued by the Bureau of Labor Statistics. 
The old series Consumer Price Index covering the United States—all items 
(1935-39 base), for September 15, 1949, was 169.6. The Revised Consumer Price 
Index covering the United States—all items, for March 1955 was 114.3 which, 
converted to the 1935-89 base, equals 191.1. This represents an increase of 21.5 
points in the index or 12.7 percent. At the rate of 12.7 percent, the increase 
over the present $75 per week level for administrative and professional em- 
ployees amounts to $9.53 per week. At the same percentage, the increase over 
the present $55 per week level for executive employees amounts to $6.99 per week. 

The true issue is whether or not the present salary levels, together with other 
criteria in the definitions, furnish an adequate and just basis for determining 
who are exempt employees; the question is not the extent, if any, to which 
salary levels, considered in isolation and apart from the other criteria, should 
be modified. However, even if the adequacy of the salary levels be considered 
as an isolated matter, those levels, based on the date above submitted, should 
be increased to not over $85 per week for administrative and professional em- 
ployees and not over $62 per week for executive employees. Thus, increased, 
the levels do not nearly approach the blanket floor of $115 per week sought 
by the proposed bill. 

Moreover, there are important considerations that make it desirable that 
the salary levels, when used as a guide for distinguishing exempt from non- 
exempt employees, be set at figures lower than those suggested by the data 
above submitted. At the hearings conducted by the Administrator which pre- 
ceded the revisions of the regulations in 1949, there was evidence suggesting 
that in some areas and in some industries the pay increases of the exempt 
groups tend to lag behind the increases of nonexempt workers. There was also 
evidence that the prevailing minimum levels for exempt groups in small estab- 
lishments were lower than in the large establishments. (See the Weiss Report, 
Sept. 10, 1949, p. 20.) The Weiss Report disclosed that at the time of its 
rendition about 500,000 of the 638,000 establishments covered by the act had 
less than 20 employees. It is submitted that the levels selected must be low 
enough, so that in small establishments as well as large ones they may serve 
as a guide to the classification of bona fide executive, administrative, and pro- 
fessional employees and not as a bar to their exemption. 

Bearing in mind the purpose of the salary test as merely one of the guides 
to a determination of status and bearing also in mind that the present 
definitions contain numerous other equally important criteria for making that 
determination, it is extremely improbable that the retention of the present 
salary levels would in any manner hamper the proper identification of those 
who are bona fide entitled to the exemption. 

Consideration, too, should be given to the fact that the regulations presently 
in force contain a special shortened test for higher paid employees in each of 
the three classifications. Under that test, persons who earn salaries of $100 
per week or more and who have as their primary duty the performance of work 
which is characteristic of work in bona fide executive, administrative, or pro- 
fessional capacity, as the case may be, meet the requirements of the defintion, 
although they do not possess all of the requirements contained in the general test. 

The special test was adopted to provide a short-cut determination of exemp- 
tion for executive, administrative, and professional-type employees who receive 
salaries higher than those established in the regulations. 
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It was the opinion of the Administrator that such a test would not lead to 
injustice, since a bona fide executive, administrative, or professional employee 
who did not meet the higher salary test would qualify, nevertheless, under the 
general basic test having a lower salary requirement. No such protection is 
afforded under Senate bill 662 to the lower paid bona fide executive, administra 
tive, or professional employee. 

CONCLUSION 


On the basis of the foregoing observations, it is believed that the provisions 
above discussed in Senate bills 770 and 662 would not serve either to promote 
the purposes of the act or to benefit any employees who may be involved. These 
observations are submitted to your subcommittee in the hope that they may be 
of some guidance to it in its study of the Senate bills involved and of any other 
bills which may be currently pending before it relating to the questions discussed 

Respectfully submitted. 

HERMAN SMITH. 
JoserpH B. BykNes. 


UNITED STATES SENATE, 
CONFERENCE OF THE MINORITY, 
April 22, 19568. 
Hon. Paut H. Dovue.as, 
Chairman, Subcommittee on Minimum Wage Proposals, 
United States Senate, Washington, D. C. 

DEAR SENATOR DouGLas: I am enclosing herewith a copy of a brief statement 
made by the Granite State Restaurant Association before the New Hampshire 
legislature concerning the question of minimum wages. 

tam making it available to you for your consideration as well as for the in- 
formation of the other members of the committee. 

Sincerely yours, 
STYLES BrIpGEs. 


Copy OF OuR PRESENTATION TO OUR STATE LABOR COM MITTEE 


Honorable Members of the General Court, Labor Committee: 

A survey of the restaurant industry in New Hampshire by the Granite State 
Restaurant Association reveal these facts regarding operating under the present 
minimum wage law. 

As manufacturers and retailers, that is the cause of our high labor cost for we 
buy raw material, process it in our kitchens, then retail same in our dining 
rooms. Even at our present minimum-wage law we are operating at a very 
narrow margin. 

° 1954 


Restaurant survey operating cost, labor cost, from 28 to 35 percent food cost, 
from 48 to 55 percent, overhead cost from 10 to 13 percent overhead consist of rent, 
electric for refrigeration, air conditioning, appliances and lights, gas for cook- 
ing, advertising, laundry, maintenance, insurance, social security unemployment 
and all the charity drives are always a part of restaurant overhead. Like all 
other industries we have interest on our investment depreciation on equipment 
and replacement, which amounts from 8 to 5 percent. 


Average restaurant operating cost 
Percentage 
Labor at present minimum wage cost 
Food under very careful supervision cost 
Overhead under good management cost 
Investment depreciation on equipment and replacement cost 


Total cost to operate a restaurant under present minimum wage law and con- 
(ditions is 95 percent, net profit—5 percent. 

The above net profit is the reason why the restaurant industry has the highest 
mortality of any other industry. Also the reason why the banks will loan to 
only 2 or 3 percent of the restaurant estiblashments, also who you always find 
three times more ads “Restaurant for Sale” in your newspapers than any other 
business. 
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Any rise in minimum wage at this time to the restaurant industry would mean 
that the restaurant operator would have to put up his prices to the general 
public, and with the present dining room competition it would mean higher 
mortality for the restaurant industry of New Hampshire. 

Honorable members of the Labor Committee, the restaurant industry should 
be given a lot of consideration due to so many new dining rooms with liquor 
privileges that has come up within the last few years. This unfair competition 
if we have to put up our prices could wipe out our 5 percent net into the red very 
quick. Please protect our loyal employees who are satisfied with the present 
conditions and give the heavy taxpayers restaurant operators some considera- 
tion before you vote on higher minimum wage for the restaurant industry. 

Would be glad to answer any questions on the above material. 


ADRIEN J. PINSINCE, Sr., 
Executive Secretary, Granite State Restaurant Association. 


STATEMENT OF KENNETH M. BIRKHEAD, EXxecuvivE Direcror, THE AMERICAN 
VETERANS COMMITTEE (AVC), IN SUPPORT OF PROPOSALS To RAISE THE MINIMUM 
WAGE 


Mr. Chairman and members of the subcommittee, the American Veterans Com- 
mittee has always believed in a higher minimum wage for the workers in the 
United States. In taking this position it firmly believes that it expresses the 
viewpoint of the great majority of the veterans of all wars. 

A higher minimum wage has always proved good economics. After every in- 
crease in the minimum wage since the passage of the Fair Labor Standards Act 
in 1938, employment has increased, business has improved, and the general eco- 
nomic condition of the Nation has been strengthened. 

From a humanitarian viewpoint there can be no opposition to an adequate and 
realistic minimum wage. The great union organizations and enlightened leaders 
of the 1930’s won the struggle against sweatshop conditions. Yet the higher 
standard of living and the increased living costs of today force many of our 
people back nearly to the conditions which existed before the first minimum 
standards were set. 

The head of a household today, with a 75-cent-an-hour minimum, working a 
40-hour week, 50 weeks a year would take home $1,500 annually. Arrayed 
against this fact are the figures released by the Bureau of Labor Statistics that 
the average family requires a minimum income of more than $4,000. A 75-cent 
minimum is obviously unhumanitarian. The proposed 90 cents is completely 
unrealistic and in a very real sense shows little faith in the greatness and future 
strength of the American productive system. 

Frankly it seems that rather than trying to arrive at a bare minimum to pay 
American workers, it would be the better part of humanitarianism to be seeking 
an adequate and realistic minimum. 

Finally, this Nation is engaged in a tremendous struggle with the forces of 
Soviet Russia. This struggle is concerned not alone with building of the imple- 
ments of war. A great part of it is devoted to seeing that the eyes of the world 
may observe the comparative value of the democratic, free, and independent 
system, over the slave system of communism. An adequate and realistic mini- 
mum wage for American workers can be a vital part of this phase of current 
world struggle. 

The American Veterans Committee is glad to join with the leaders of labor who 
know so well the needs of American workers, and with the progressive leaders 
both in Congress and in private pursuits who have come forward to take a firm 
position in behalf of strengthening the economy, providing humanitarian and 
adequate and realistic minimum wages for this Nation. 


Memorandum 


To: The Honorable, the Subcommittee on Labor of the Senate Commitiee on 
Labor and Public Welfare. 

From: The American Stamp Dealers’ Association, Ine. 

Subject: The proposed increase in the minimum wage rate contained in the 
Federal Fair Standards Act. 
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INTRODUCTION 


This memorandum is filed on behalf of a hobby. 

Postage-stamp collecting has more devotees than any other recreation in the 
world (p. 100, Life magazine, May 3, 1954, issue). While bringing pleasure to 
countless millions, it carries with it historical, geographical, and artistic train- 
ing, plus rehabilitation values of inestimable worth. 

The steady growth and maintenance of this hobby is in large part due 
to the planning and selection of those who derive a living therefrom—the stamp 
dealers or merchants and their affiliates, the publisherrs of philatelic catalogs, 
albums, and periodicals. The large majority of these men seriously attempt, 
through public stamp exhibitions, broadcasts, assistance to children’s school 
stamp clubs, Boy Scout groups, and similar organizations, to provide an ever- 
increasing source of beginner stamp collectors. At the same time, through new 
issue services, private sales, and auctions, they maintain the interest of the 
collector and philatelic student, i. e., the philatelist. 

There are roughly, 6,000 postage stamp dealers in the United States, of which 
an estimated 5,000 specialize in approval selections of cheap stamps for juveniles 
and beginners. The 6,000 dealers referred to mean those who are full-time 
dealers and recognized as such by the American Stamp Dealers’ Association. 
These do not include several thousand others, who mail out selections from their 
homes and use the approval business as a part-time source of income. This 
segment of the approval side of philately in the United States employs over 
100,000 girls and women. It is on behalf of these “approval dealers” that the 
American Stamp Dealers’ Association, Inc., files this memorandum. 

The American Stamp Dealers’ Association, Inc., is the only recognized national 
trade association of stamp dealers in the United States. It has been actively 
in existence for over 30 years, during which time it has been in constant and 
close cooperation with the United States Treasury Department, Secret Service 
Section, the United States Department of Justice, Federal Bureau of Investiga- 
tion, and the United States Post Office Department, in matters relating to the 
sale of illegal samps, censorship during wartime, prosecutions of frauds and 
forgeries, and final consultation on the philatelic and propaganda values of our 
own postal issues. It has 11 chapters representing every section of the United 
States, with its main office in the Stamp Center Building at 116 Nassau Street, 
New York City. It represents every phase of professional philately, the approval 
dealers, the stamp auctioneers, the new-issue dealers, the department-store 
dealers, the wholesalers, and philatelic publishers. 


THE APPROVAL DEALER 


Since the approval dealer merchandises the inexpensive stamps, ranging 
roughly from a fraction.of a cent to 10 cents, he naturally does the greater 
volume of business. It is estimated that S5 percent of the dealers are in this 
class. 

As a result of these remarks your committee may believe that the merchan- 
dising of postage stamps for collections is a penny-ante business. This is far 
from a correct assumption. Please note these figures, as taken from Everybody’s 
Guide to Stamp Investment, published by Hermitage House in 1952, and edited 
by Joseph E. Granville, on pages 20 and 21: “15 million stamp collectors in the 
United States; annual sales in excess of $100 million; 1,000 adult stamp clubs; 
125 children’s stamp clubs in schools in New York City alone.” 

A survey by the National Federation of Stamp Clubs, in conjunction with the 
United States Post Office Department, conducted in 1942, indicated that juniors, 
under the age of 20 years, alone spent an average of $31.40 per year, or a total 
of $887,238.40 annually. 

The philatelist and the advanced collector of today, almost without exception, 
started with the approvals, or purchases of small packets, so that while we talk 
bout an 85-percent segment of the industry we are talking about the lifeblood 
of the industry. 

To raise the minimum-wage standards for the type of people engaged in the 
preparation and distribution of these cheap approval stamps would make the 
price of these approvals necessarily so high as to make it largely unavailable to 
the children—and those of limited means—the potential of the big buyer of the 
future. To understand this, let us clarify the method of operation of the 
approval dealer. 
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On the next page, marked “Exhibit A,” there are some seven cellophane 
envelopes containing stamps. Each of these packets is numbered in the upper 
left-hand corner. As indicated by the invoice, also appearing on this page, 
these are sent for examination and approval with a request that they be returned 
in the stamped envelope which is also attached, except for those envelopes they 
wish to purchase for which they pay the appropriate price, or buy the whole lot, 
including a nonphilatelic item of Austrian money, for a total of $2. These are 
put out by the world’s largest stamp-approval dealer, H. E. Harris & Co., of 
Boston, who write that— 

“The average purchase from this (a $2 selection) is slightly less than 50 cents. 
In other words, for every hundred selections sent out we receive an average of 
$50 in cash, plus $150 in returned merchandise, which has to be checked, 
processed, and sent out all over again. Due to present operating costs this type of 
business is already marginal. The largest single element of expense is in 
labor.” 

Virtually all of the preparation of these stamps is done by girls and women. 
It is a most elemental type of desk or table work imaginable. It is simply the 
sorting and collating of foreign postage stamps. The work is done mostly by 
married women, whose husbands are fully employed, and who are merely using 
this pleasant, easy work to augment their family income. Much of it can be 
done in the home or on a part-time basis. The figure of 100,000 women and girls 
so employed is a very conservative one. Mr. Harry L. Lindquist, president of 
the National Federation of Stamp Clubs, which conducts national surveys on 
every conceivable phase of philately, has expressed his belief, as a result of these 
surveys, that there are over 200,000 women and girls employed in the approval- 
stamp business. 

This is conceivable when one understands the tremendous demand there is 
for cheap stamps. Not alone do these approval dealers send out these stamps 
to collectors for their acceptance or rejection, but they supply stamps as pretaiums 
for radio, television, and advertising programs. 

When Capt. Tim Healy conducted the Stamp Club of the Air over Station 
WJZ, for Proctor & Gamble, he offered cheap packets of stamps in exchange 
for guest-size ivory soap wrappers. The demand for postage stamps in exchange 
for soap wrappers became so overwhelming that the source of supply of these 
cheap stamps was soon exhausted and the premium offer had to be stopped. 
(Records of the National Broadcasting Co. and Everybody's Guide to Stamp 
Investment, p. 21.) 

At the present time General Mills is making 2 offers of stamps—1 of 10 foreign 
stamps free, with a Cheerios box top—and the other of 300 stamps for 25 cents 
and a Cheerios box top. A sample of the Cheerios offer is annexed to the fol- 
lowing page and marked “Exhibit B.”’ These stamps are packaged and sup 
plied for General Mills through an approval dealer. 

On the following page, marked “Exhibit C” is another offer of stamps for 
beginners and collectors, through an approval dealer, in connection with the 
sale of Necco candy bars. 

Thus it is seen that we are dealing with an important link involving many 
other industries and employees connected therewith; and any legislation which 
adversely affects these workers injures many thousands of other employees 
indirectly. 


THE RESULTS FROM AN INCREASED MINIMUM WAGE ON LABOR AND INDUSTRY 


As a result of a survey made among American approval stamp dealers, it 
appears that when the minimum wage was raised to 75 cents per hour, this 
so-called marginal operation, namely, the preparation and distribution of cheap 
approvals, became so unprofitable that the employers found it necessary to reduce 
the number of women and girls employed by at least 33144 percent. 

A further increase in the minimum wage for this type of employee may well 
eliminate this type of business entirely—with resulting ill effects on the hobby 
as a whole and the other segments of stamp merchandising and affiliated 
industries. 

The reasons for this are quite obvious : 

1. The unit, or stamp, namely, the penny approval is extremely small. 

2. The margin of profit is likewise extremely small. 

3. The approval-dealer business actually requires human manual labor. 

Elemental and easy as such labor may be, it requires human eyes and sight 
and hands to soak the stamps, sort them, and put them in the appropriate 
envelopes. 
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Increased labor costs in this fleld of activity cannot be made up by greater 
mechanization. 


THE RESULTS FROM AN INCREASED MINIMUM WAGE ON THE CUSTOMER 


The customer is the collector. The National Broadcasting Co. has estimated 
that 1 out of every 10 people in the United States collects stamps. Most of these 
people cannot afford expenditures of large sums of money for their collections, 
but over the air, through their stamp clubs, and with the help of their own imagi- 
nations, they learn to use the cheap, current postage stamps of the various coun 
tries in innumerable ways for their own amusement and at little expense. 

We have topical collectors, such as those who collect music on stamps, others 
specialize in animals, one famous collector even specialized in types of beards on 
the men portrayed on stamps. Cardinal Spellman’s story of the Bible on stamps 
has, through public display, provided a thing of beauty at many exhibitions, In 
inany of these cases the stamps have no great intrinsic monetary value. 

The late President Franklin D. Roosevelt, renowned himself as a philatelist, 
stated; 

“The assembling of a collection of stamps also stimulates in a very practicable 
way the acquisition of geographical knowledge.” 

A photograph of President Roosevelt's letter is attached hereto and marked 
“Exhibit D.” 

The educational value of stamps was well expressed by the late Dean Hawkes, 
who said: “Stamp collecting increases the interest of our students in Columbia's 
courses in economics, science, history, and many other subjects.” 

As a matter of fact, Columbia University, at the present time, has a course in 
philately as part of its inservice training for teachers. Similarly, Harvard Uni 
versity has conducted lectures on philately, 

The whole program for the organization of stamp clubs in the public grade 
and junior high schools has been praised by Dr. Ruth G. Chisholm, noted educator, 
Her article is reprinted here and marked “Exhibit E.”’ 

These cheap stamps are one of the main agencies used in the veterans rehabili- 
tation centers for our disabled veterans. Dr. William C. Menninger, when colonel 
in chief of the Neuropsychiatric Division of the Office of the Surgeon General of 
the United States, has written in detail concerning the use of stamps by him in 
his sanitarta for the restoration of the health of mental patients. 

It is reported that in New York City 1 out of every 4 of the schoolchildren is 
aun active member of a stamp club under the supervision of the board of educa- 
tion—one of the defenses against juvenile delinquency. 

The stamps used by these institutions are the cheap ones provided through the 
approval dealers, frequently in packet form, similar to the one attached hereto on 
the following page and marked “Exhibit F.” 

The maintenance of the present minimum wage as applied to these women 
should be continued for it is necessary if these groups are to be served in the 
future. 

CONCLUSION 


On behalf of the approval dealers, their employees, and all those of the public 
who benefit by their industry, the American Stamp Dealers’ Association, Inc., 
opposes an increase of the minimum wage as now set forth in the Fair Labor 
Standards Act, and in the event that an increase of the minimum wage should 
be enacted into law, it requests that an exception be granted in the case of em- 
ployees of approval stamp dealers, so that though the present rate may apply, 
they would be exempted from any increase in the minimum. 

In the opinion of the association this request is logical and reasonable. The 
work is elementary. It requires no degree of intelligence. It is sedentary and 
done under confortable physical conditions. It is regular, not seasonal. It 
requires no degree of physical stamina. It lends itself to part-time employment 
and a pleasant means of augmenting the family income. The small margin of 
profit will carry no further strain. The product, the cheap stamp itself, is a 
source of education, pleasure, and health to millions of our citizens, 

Respectfully submitted. 

AMERICAN STAMP DEALERS’ ASSOCIATION, INC., 
Rosert L. GRAHAM, Jr., General Counsel, 


_ (The exhibits accompanying this memorandum have been retained 
in the committee files.) 
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BurttTe, Mont., May 11, 1955. 
JAMES KE. Murray, 


United States Senate, Washington, D. C. 


WHY THE RETAIL EXEMPTION SHOULD BE RETAINED 


Dear Sir: Any legislation to remove or seriously modify the retail exemption 
in the Fair Labor Standards Act will in many places bring on one or a com- 
bination of these results: (@) Increase consumer prices, (b) curtail retail 
service, (c) decrease job opportunities. 

The public should be given primary consideration in any legislation. In 
legisJation affecting retailing, consumers should be considered first. The 
elimination of or a substantial change in the retail exemption in FLSA would 
increase the cost of distributing consumer goods materially. In all sections 
changes in FLSA would at least require curtailed customer services. These 
changes which would accompany loss of the retail exemption by raising wage 
rates without increasing productivity will not help consumers buy more goods 
and will tend to contract rather than expand the economy of the country. 

Retailing is a service business. Store hours are determined by customer 
needs and demands. Customer traffic in retail stores is affected by many 
factors, including the weather, which cannot be controlled, yet store service 
must be available to all customers at all times. Thus retailing, unlike the 
factory assembly line, cannot attain a smooth hour-by-hour production or sales 
schedule for its employees. For this reason the maximum-hour provision of 
FLSA should not be applied to retailing. 

It is the retailer’s job to sell everything that is produced on the farms and 
in the factories of our country to the people—to consumers. He must do the 
job as efficiently and as economically as possible without unnatural economic 
interference. Legislatively induced increases in distribution costs, unaccom- 
panied by increases in productivity, will decrease the quantity of consumer goods 
which will be used, thereby adversely affecting producers of farm and factory 
products. 

Under the United States Constitution the Federal Government is intended 
to be a government of limited powers and duties. President Eisenhower has 
pledged himself to restore proper responsibilities and functions to the States. 
Yet influential advisers within this administration propose to inject the Federal 
Government further than ever before into the responsibilities of the States. 
Forces within the Federal wage-hour regulations, whether engaged in interstate 
or intrastate activities. This area of Government regulation should be left 
to the judgment and discretion of the States. This is clearly a States-rights 
issue in which the Federal Government should not substitute its judgment for 
that of State legislatures. 

Should the FLSA be amended as now indicated, we may expect that pressure 
will be applied to a succeeding Congress to eliminate all exemptions and further 
expand the powers of the National Government. 

Retailing is essentially a local business. Regardless of its size and/or its 
affiliation with other stores through ownership in voluntary buying groups, 
a store must adjust to conditions in the specific shopping area in which it is 
located. Its wage scale must be competitive and fair for the work performed, 
in the light of experience, availability, and skill, and further, in consideration 
of cther factors such as employee benefits, employee discount on purchases, 
attractiveness of work and working conditions, etc. 

In summary, the original theory of FLSA was to prevent producers of goods 
for interstate commerce who paid lower wages from competing in commerce 
with those who paid high wages. This is not applicable to retailing. The retailer 
in Maine or Mississippi who may have lower wage costs does not compete in 
the same market with retailers in Montana, California, etc., with high-wage 
costs. That is why industries essentially local in character were exempted 
from the Fair Labor Standards Act. The entire philosophy behind the original 
FLSA would be changed by including retailing. Further, an attempt to minimize 
this departure from principle by exempting small merchants when in competi- 
tion with larger stores in their localities would still produce a result contrary 
to that intended by the original Fair Labor Standards Act. 

Very truly yours, 
J. G. WYMORE. 
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STATEMENT CONCERNING AMENDMENTS TO THE Farr Lason STANDARDS Act Sup 
MITTED ON BEHALF OF AMERICAN FEDERATION OF TEACHERS, NATIONAL CoUNCTI 
or JEWISH WOMEN, AND UNITED CuovuUrcH WoMEN 


Our reason for urging that higher standards be incorporated in the Fair 
Labor Standards Act grows out of our concern for the welfare of the American 
family, and our conviction that not only families, but the entire economic 
and social community benefit from the payment of adequate wages to the mass 
of our workers. We recommend, therefore, that the Fair Labor Standards Act 
be amended in the following three rspects: 


1. The present minimum wage of 75 cents be substantially increased; 

2. The industry wage board machinery which was deleted from the act 
in 1949 be restored; and 

3. The present coverage be extended to as many workers as is constitu 
tionally permissible. 


i. Our organizations do not feel in a position to specify the exact amount 
by which the present minimum wage should be increased. We believe, however, 
that the 75-cent minimum was too low when it was adopted in 1949 to provide, 
even at that time, an adequate living for an American workingman and his 
family. In fact, a Bureau of Labor Statistics survey of consumer expenditures 
in 1950 shows that the average urban family with $1,500 income a year (the 
umount yielded by the current minimum of 75 cents an hour for 2,000 hours 
of work per year) spent $174 more than it earned. 

To raise the minimum wage by the amount of the increase in the cost of 
living since 1949, which would be reflected approximately in a 90-cent hourly 
minimum or $1,800 a year, would do nothing to relieve the economic plight of 
the families whose earnings remain at the minimum level. We believe that any 
legal minimum wage adopted by the Congress should be enough to permit the 
workers at the bottom of the scale, as well as others, to share in the enormous 
increased production and prosperity of our country—enough to raise their 
standard of living, not to freeze it at a substandard level. Whether that 
wage should be $1.10 or $1.15 or $1.25 an hour we are not in a position to say. 

2. Because it is difficult through congressional action to maintain a legal 
minimum-wage level consistent with rapidly changing economic conditions, we 
recommend that the machinery for adjusting minimum wages through industry 
boards be restored to the Fair Labor Standards Act. This procedure which was 
provided for in the original act and removed in 1949 wouid permit not only 
the ready adjustment of wages with economic changes, but would provide more 
flexibility, permitting the setting of higher minimums for certain industries 
that can afford to pay them than would be appropriate for other occupational 
areas. 

3. The tendency since.the enactment of the Fair Labor Standards Act has 
been toward restricting the application of the act to fewer rather than extending 
it to more occupations. Because we are concerned with the welfare of all 
American families, we urge that the minimum wage and overtime provisions 
of the act be extended to cover all workers engaged in interstate commerce. 
We feel special concern for the many women who are permitted to work for 
long hours for many weeks at a stretch in canneries without receiving over- 
time rates, and for telephone operators in small exchanges who are not sub- 
ject to the minimum-wage rates. We hope that the committee will give 
careful study to the possibility of bringing under coverage of the act chain 
retail stores and hotels and restaurants that operate across State lines and 
employ thousands of women at substandard wages. Our deep concern extends 
to migratory farm laborers and their families whose laborers certainly take 
them over the border of one State into another, and who are completely unpro- 
tected by either State or Federal legislation. 

We want to thank you for giving us the opportunity to express our views 
concerning amending the Fair Labor Standards Act and to express the hope 
that measures to raise the standards of the act will receive the favorable con- 
sideration of the committee. 
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Nortu Star Woo._en Miu Co.,, 


Lima, Ohio, May 13, 1955. 
Mr. Morris RIGEr, 


International Representative, TWUA (CIO), 
Cleveland, Ohio. 

Dear Mr. Riger: Thank you for the kind invitation to attend the dinner meet 
ing at Congressional Hotel, Washington, D. C., Monday evening, May 16, 1955. 
I am sorry that other commitments prevent acceptance of the invitation. 

While our company does not believe that a national minimum wage set too 
high would be in the national interest, we believe that a minimum wage could 
be set at a figure somewhat higher than the talked-of 90 cents per hour and be 
of benefit to our country as a whole. Our feeling is that a minimum wage of $1 
per hour, or slightly higher, would be helpful. 

Very truly yours, 
C. W. Jackson, Vice President. 


Tue E. T. Ruee Co., 
Newark, Ohio, May 18, 1955. 
TextTILeE Workers UNION oF AMERICA, 
Cleveland, Ohio. 
(Attention: Mr. Morris Riger.) 


GENTLEMEN: Have yours of the 10th and thanks for your kind invitation to 
dinner meeting in Washington on the 16th of May. Regret was unable to 
attend. 

Our company is in favor of a minimum wage and it seems that the present 
rates are inadequate. 

As far as we know of industry in our section, it seems that 90 cents would be 
rather useless. Something beyond this figure would be desirable with possibly a 
top of $1.15 to $1.20. 

Very truly yours, 
Tue BE. T. Rvuae Co., 
S. Howarp Rua, President. 


NATIONAL HAND Emeprorpery & Nove.try 
MANUFACTURERS ASSOCIATION, INC., 
New York, N. Y., May 13)°1955. 
Senator Paurt DoveG.as, 


Chairman, Senate Subcommittee, Senate Committee on Labor and 
Public Welfare, Washington, D. C. 


Dear SENATOR: Our association has met for the purpose of discussing a 
proposed increase in the minimum wage law. Our association has gone on 
record for an increase in minimum wages to $1 per hour. We strongly feel thar 
no employee can properly sustain himself at a wage below $1 per hour. 

Our industry is subject to severe competition from Puerto Rico. We urge 
that your committee in recommending an increase in the minimum wage also 
recommend that the minimum now in effect in Puerto Rico be increased by the 
same amount that is being recommended for the mainland; by doing this 
equalizing the present differential between Puerto Rico and the mainland. 

We also urge that your committee propose that the special industry com- 
mittees for Puerto Rico in the needlework industries be convened more fre- 
quently. We make this recommendation because it takes years before increases 
in the wage structure on the mainland is reflected in the recommended increase 
by the special industry committees for Puerto Rico. Our industry is at a dis- 
advantage in competition with the Puerto Rican needlework industry. 

We wish to thank you for your cooperation in this matter, and remain 

Very truly yours, 
ALBERT GILMAN, 
Eeecutive Seeretary. 
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Du Bett Lumper Co., 
Camden, N. J., April 21, 1955 
Hon. ALEXANDER SMITH, 
United States Senator, Senate Office Building, 
Washington, D.C. 
Deak SENATOR: In regards to the Secretary of Labor's request to extend 
wage-hour law to some retailers. 
I wish to express my opposition to extension of the wage-hour law to include 
any retail establishment. 
I oppose any move to undermine the retail exemption from the law by gradually 
extending coverage to retail establishments as proposed. 
I would greatly appreciate a reply as to how you stand in this matter 
Very truly yours, 
Lester B. Du Beu 


ALBERT LIFSON & SONS, 
Elizabeth, N. J., April 22, 19564 
Hon. H. ALEXANDER SMITH, 
Senate Building, Washington, D. C. 

DEAR SENATOR SMITH: Secretary Mitchell recently appeared before the Senate 
Labor Subcommittee and recommended certain proposals for the inclusion of 
the retail industry in the Fair Labor Standards Act. 

As an individual retailer and also representing approximately 600 furniture 
retailers in our State, I would urge you to emphatically oppose any amendments 
to the present act which would include retail business. 

The retail business is essentially a local business regardless of size and by the 
wildest stretch of the imagination cannot be construed as interstate commerce. 
Regulation of retail businesses should be left entirely to the jurisdiction of the 
State governments. 

I hope that you will vote te preserve the present retail exemption in the Fair 
Laber Standards Act as it appe‘irs in the law today. 

Very truly yours, 
Epwarp A. Lirson 


SHAWMONT Hore... 
Ocean Grove, N. J., April 21, 1955 
Hon. H. ALEXANDER SMITH, 
Senate Office Building, Washington, D. C. 


My Dear Mr. Smitu: I am writing to ask vou to kindly vote against the bill 
that is coming up to put all hotels under the minimum wage with compulsory 
payment of time-and-one-half for overtime over 40 hours a week. 

If this law goes into effect it will mean we will not be able to remain in busi 
ness. We would not be able to pay these wages for the guests who come to our 
hotel or any of the hotels in Ocean Grove, are from the middle class and are 
mostly retired people with a small income and would not be able to pay $2 per 
day more which would be necessary if our wages are increased. 

We have owned and operated the Shawmont Hotel since 1931, and though we 
do keep our hotel in good condition, our business has not increased with the 
expenses so an added wage expense would put us out of business. My mother, 
Mrs. Shaw is 87 and the owner of the hotel and I, her daughter have been operat 
ing the hotel since 1933. It is our income and would create a great hardship 
for us and other owners of small resort hotels. We are open from May 25 to 
September 25, and during May, June, and after Labor Day the rates are less than 
July and August or we would not have as many guests as we do have. 

I will appreciate anything you can do to help our situation for it is a very 
serious one for us, and urgently request that you vote against this bill. 

Very cordially yours, 
(Mrs.) E. S. Norris 
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KeEnp Co., INC., THE SHELBURNE, 
Atlantic City, N. J., April 22, 1955. 
Hon. H. ALEXANDER SMITH, 
United States Senate, Washington, D. C. 


Dear SENATOR SMITH: There are now pending before the Senate Committee on 
Labor and Public Welfare, numerous proposals which would increase the mini- 
mum wage from 90 cents to $1.25 per hour, payment of time-and-one-half for 
overtime over 40 hours a week. If such amendments are enacted, we will for the 
first time, be subject to Federal jurisdiction, from which we have been exempt 
ever since the act was first passed in 1938. We have always insisted that our 
establishments are local in character and not engaged in interstate commerce. 

As our Representative in the Senate from the State of New Jersey, it is to our 
interest that you use your influence and vote against the removal of the exemp- 
tion which is in danger by the proposals pending before Congress. These bills, 
we understand, come up for final hearing on April 30. 

We shall appreciate your attention to this very important matter. 

Yours very truly, 
Max MALAmut, President. 


THe Passaic DAILty NEws, 
Passaic, N. J., April 22, 1955. 
Hon. ALEXANDER H. SMITH, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR SMITH: I have received word from our Washington Bureau that 
there are two bills before your committee (S. 662 and S. 770) which are intended 
to eliminate from the Fair Labor Standards Act, section 13, the provision that 
sections 6, 7, and 12 do not apply “with respect to any employee engaged in the 
delivery of newspapers to consumers.” 

As is the case with many newspapers the Herald-News has for many years sold 
newspapers to boys, generally of high-school age, who operate on the “little 
merchant” or independent contractor plan. They build up their own business, buy 
th ir newspapers at wholesale, sell them at retail, and accept all credit risks. 
In short, they learn to do business in the American way. 

It is remarkable how many big-business men and others in public life started 
their training as “little merchants.” I know from talking with many of them 
that they value the training they received very highly. 

I believe it would be a shame to change our laws so that a very considerable 
number of youngsters of today will miss this training which has proven so valu- 
able to their fathers. 

Cordially yours, 
Dow H. DruxKKER, Jr., Publisher. 


NATIONAL CHILD LABOR COMMITTEE, 
New York, N. Y., May 10, 1955. 
Hon. Paut H. Dove.as 
Chairman, Labor Subcommittce, Labor and Public Welfare Committee, 
United States Senate, Washington, D. C. 


DEAR SENATOR Dovcias: We understand that your subcommittee is now con- 
sidering various bills which propose to amend the wage, 2zoverage, and child-labor 
sections of the Fair Labor Standards Act. 

If the subcommittee has under consideration any proposal to lower the existing 
child-labor standards, or if testimony has been received or will be received by the 
subcommittee which seeks to accomplish that purpose, we would welcome an op- 
portunity to appear before you and be heard on this matter, even on the shortest 
notice. 

We are particularly interested in seeing to it that the present child-labor pro- 
visions are not broken down by weakening amendments, particularly as regards 
employment of children in agriculture during school hours. As far as we know, 
none of the Senate measures propose to do this, but there are several House bills 
which would weaken those provisions. We hope that your subcommittee will 
reject any efforts along these lines in the Senate. 

Census figures show that between 1951 and 1954 school enrollment of youth 10 
through 15 years of age rose sharply in rural areas bringing the percentage of 
rural school enrollment much closer to the urban percentage. The Secretary of 
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Labor has attributed this wholesome development to the amendments in the Fair 
Labor Standards Act in 1950 which closed up loopholes in the law regarding em- 
ployment of minors under 16 in agriculture during school hours. 

I would also like to take this opportunity to say that our agency is unalterably 
opposed to any blanket wage exemption based on age and we are equally opposed 
to any wage exemptions on an occupational basis. We recognize the desirability 
in certain instances of permitting learners and apprentices to be employed at 
less than the minimum wage rates for limited periods, under special permits, 
and pursuant to regulatious developed after public hearings. But we are opposed 
to the kind of exemption sought several times by Western Union for special 
minimum wage rates for its messenger force or for a part of its messenger force 
under a certain age. This is a thoroughly bad principle which could only result 
in a breakdown of all wage standards of all workers in Western Union's employ 
and would open the door wide for other special interests to seek the same privi- 
leges for themselves. 

I am sure that I do not need to belabor the point with you that low income 
exerts pressures on children to enter the labor market prematurely in order to 
supplement their family’s meager earnings. Low income may cause some of 
these children to drop out of school altogether. Others, while remaining in school, 
may seek part-time work, but possibly in unsuitable occupations or for an ex- 
cessive number of hours, and their education, as well as their health may be 
adversely affected. For these reasons, we support the principle of an adequate 
minimum wage, and the broadest possible coverage, consistent with the inter- 
state regulatory powers of the Congress. We are not prepared to recommend 
what the minimum should be or how widely coverage should be extended. But 
the more adequate the minimum, and the more extensive the coverage, the greater 
is the probability that fewer children would drop ont of school for economic rea- 
sons, or take on work loads in addition to their school work which might have a 
deleterious effect on their schooling and on their health. 

Sincerely, 


So. MArRKorr, 
Associate General Secretary 


STATEMENT OF THE BUFFALO CHAMBER OF COMMERCE ON PROPOSALS TO INCREASE 
THE MINIMUM WAGE TO $1.25 AN Hour 


The proposals to increase the statutory minimum wage under the Fair Labor 
Standards Act are opposed for the following reasons: 

1. Any change in the present statutory minimum wage rate would lead to 
demands by labor unions to maintain the present wage rate differentials between 
basic minimum and maximum wage rates, thus adding undesirable inflationary 
pressures. 

2. Changes in the present statutory minimum wage rate will disturb present 
company basic wage relationships established by collective bargaining. 

3. Changes in the present statutory minimum wage rates will benefit a rela- 
tively small percentage of the work force. Under unfavorable economic con- 
ditions, a higher than present minimum wage level would cause the loss of gainful 
employment to many marginal, substandard and older employees whose abilities 
and productivity do not warrant the payment of a higher rate of pay. 


VALLEY FARM BUREAU, 
Mercedes, Tezx., May 11, 1955. 
Senator Paut Dovue.as, 
Chairman, Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR DovcGLas: It is requested that this statement be placed in the 
record on proposed amendments to the Fair Labor Standards Act. We made no 
lequest to appear before the Labor Subcommittee of the Senate Committee on 
Labor and Public Welfare, May 3, 1955, inasmuch as we were represented by the 
American Farm Bureau Federation. We are familiar with the statements of that 
organization and the National Cotton Council of America before the subcommittee 
and believe that our local situation is accurately set forth and that our views in 
the matter are properly expressed. 

We do not concur in the statement made by the fruit and vegetable shipping 
interests of this area for the reason that it does not accurately portray the situa- 
tion as to agriculture in general or cotton in particular. 
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The Valley Farm Bureau is a voluntary general farm organization serving 
the agricultural interests of the lower Rio Grande Valley of Texas. It is a feder- 
ation of county farm bureaus and is affiliated with the Texas Farm Bureau and 
the American Farm Bureau Federation. The active membership is approximately 
5,900 farm families, principally in Cameron, Hidalgo, and Willacy Counties. 
The members of this organization are mostly producers of cotton, citrus, and 
vegetab'es. 

While production of food and fiber is of first concern, our members are vitally 
interested in the cost of processing and marketing these products. If the defini 
tion of the area of production is not clearly defined granting the exemptions in- 
tended by Congress, the increased cost of processing our products will inevitably 
be borne by the farmer who is beset on every hand by increasing production 
costs and decreasing market prices. 

Respectfully submitted. 

W. H. Truitt, President. 


Boston, MAss., May 19, 1955. 
Senator Lister HILL, 
Chairman, Senate Committee on Labor and Public Welfare, 
Room 441, Senate Office Building, Washington, D. C. 


The New England Shoe and Leather Association on behalf of its 424 members 
representing 281 shoe manufacturers and 1438 firms in leather tanning and allied 
trades, employing approximately 125,000 people wishes to be recorded in favor 
of a 90-cent minimum hourly wage under the Fair Labor Standards Act. We are 
opposed to any minimum above 90 cents. We would appreciate your entering our 
recommendation in the official records of the Subcommittee on Labor of the Sen 
ate ommittee on Labor and Public Welfare as this Communication is in lieu of 
our personal appearance. 

NEW ENGLAND SHOE AND LEATHER ASSOCIATION, 
MAXWELL Fie._p, Evrecutirve Vice President. 


UNIONTOWN, ALA., April 28, 1955, 
Hion. Lister HILL, 
United States Senate, 
Washington, D. C. 

Dear Lister: I have been invited to appear before the subcommittee of your 
committee to present the views of the Alabama Ginners on the wage-hour legis 
lation. I am afraid I cannot come to Washington at this time. 

As I see it the salient points for consideration are: One, the ginning business 
is seasonal. No labor can make a year’s living in 2 or 3 months. In my business 
I simply train a few farm laborers who takes this temporary job in the fall to 
supplement their personal income. Two, any increase in wages will have to be 
passed on by the gin to the tenant-farmer producer in increased cost of ginning. 
As I see it, this is the man least able to pay it and most in reed of economic aid 
at this time. Three, a gin is primarily a processing operation that simply sep- 
arates the seed from the lint cotton, much like a combine separates the grain 
wheat from the stalk. 

It is my recommendation that gin laborers be excluded from the proposed law. 
This seems desirable both from the point of view of the laborer involved and 
the farmer who produces this agricultural product. 

With warmest personal regards, I am 

Yours sincerely, 
H. CoLeMAN LONG. 


THE REPUBLICAN Party OF PuERTO RICco, 
Ponce, P. R., May 7, 1955. 
Hon. Paut H. DovuGLas, 
Chairman, Senate Subcommittee on Labor, 
Washington, D. C. 


Dear SENATOR DouGLas: It is our considered opinion that the minimum wage 
in Puerto Rico should follow the United States of America pattern. There can- 
not be under the American flag—we feel proud of our American citizenship— 
two standards for wage earners, to wit: one which will guarantee a fair return. 
and another permitting the unfair exploitation of the working classes. 
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We have stated before the Secretary of Labor, that a minimum wage of 75 
cents per hour should be reached by all industries participating in interstate 
commerce, within a reasonable time, and have suggested that the present differ 
ential be divided in three equal steps; the first to be reached 90 days after the 
approval of the law, the second, 1 years hence, and the third, 2 years later. 
The increases above 75 cents per hour, up to the minimum that may be estab 
lished by Congress, could be determined periodically by the industrial committees. 
There are, however, two industries in Puerto Rico which merit special treatment 
as they have to compete with foreign low-wage labor in the United States market. 
These are the home-needlework industry and the processing of leaf tobacco 
which really is an agricultural operation—and both, too, could be left subject to 
the determinations of the industrial committees after a close scrutiny is made of 
their capabilities to increase their minimum with adequate protection, until they 
can pay the statutory minimum of 75 cents an hour. 

It is our position that the industries which are established in Puerto Rico to 
manufacture goods which in continental United States of America are paying 
wages considerably above 75 cents should be able to pay this minimum in Puerto 
Rico. It is conceivable that industries such as the home needlework and tobacco 
leaf processing, which have to compete with low-wage areas and are not duly 
protected by tariff rates, should be permitted to pay lower wages, until the tariff 
protection is increased or mechanization increases their competitive advantages, 
but on the other hand, those industries which participate in the flow of inter- 
state commerce within the tariff wall, should be able to pay comparable wages, 
to prevent the unfair exploitation of labor. 

It is true that Puerto Rico does not have an industrial history, but we feel 
that the development of the skills of our people, who are not slow in learning the 
trades, as has been proven by the large migration of workers from Puerto Rico 
to continental United States, should be financed by a larger initial working capi- 
tal, which could be supplied either privately, or by the commonwealth govern- 
ment for the period of training. The fact is that the advantage of tax-exemp 
tion in Puerto Rico, on both property and income tax, and the further aid given 
by the commonwealth government to such industries, is ample enough to com 
pensate this initial disadvantage, as has been demonstrated by the many suc 
cessful industries which are now operating in Puerto Rico. 

We do not believe that the point in question is the alleged unfair competition 
from the limited industrial development of Puerto Rico. When our industrial 
output is compared to the national output, such an argument becomes irrelevant. 
The paramount question is whether under the American, flag we are going to 
have two standards for wage earners—one which will guarantee a fair return 
and a decent floor for wages, and another permitting and stimulating the un- 
fair exploitation of the working classes. 

Furthermore, it is our experience that unless the minimums are set and, there- 
fore, become the objectives of the industries concerned, no effort will be made 
either by management or iabor to raise the productivity to meet a substantial in- 
crease in wages. 

The fixing of the minimum 75 cents per hour for Puerto Rico 5 years after the 
iinimum went into effect in continental United States in 1950, is not an un- 
reasonable demand. As a matter of fact, the sugar industry, the shipping in- 
dustry, the cement industry, the glass industry, and several other important in 
dustries in Puerto Rico have already met the 75-cent minimum. There is no 
reason why other industries should not have anticipated an increase of the 
minimum wage to the statutory limit and prepared themselves to meet it dur- 
ing a 5-year period. 

Furthermore, the tax holiday enjoyed by these industries is only a 10-year 
period. If it is claimed that such industries cannot afford to increase their ex- 
penses to meet the 75-cent minimum requested, after a 5-year period, it is hard 
to understand how they will be in a position to continue operating successfully 
after the expiration of the tax-exemption period, which certainly will mean a 
much greater reduction in their net income. 

There is a last argument of equity to be considered, and it is that it is hard 
to visualize how the wage earners in Puerto Rico are going to have sufficient 
purchasing power to buy the goods produced in continental United States with 
a continuously increasing minimum wage if the wages in Puerto Rico are going 
to remain so considerably below the level in the mainland. 

The industrial committees are theoretically a good mechanism to adiust 
wages, but experience has shown that they are slow in operating and that the 
objective of the law, which was to obtain the wage floor of 75 cents for all in- 
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terstate commerce in Puerto Rico within a reasonable limit-—-and we believe that 
5 years is a reasonable limit—have not been obtained. 

Therefore, it is our position that a minimum wage should be fixed to be op 
erative in 1958 as suggested by us for all Puerto Rican industries in interstate 
commerce to guarantee a sound industrial development in Puerto Rico. 

Cordially yours, 
Mievent A, GARCIA MENDEZ, 
Chairman, Republican Party of Puerto Rico, 
Luis A. FEerR&, 
Vice Chairman, Republican Party of Puerto Rico. 


HoTer. HILDEBRECHT, 
Trenton 8, N. J., April 20, 1955. 
Hon. ALEXANDER SMITH, 
United States Senate, Washington, D. C. 


DEAR SENATOR SMITH: As president of the New Jersey State Hotel Association 
and operator of the Hotel Hildebrecht, I am doubly concerned for my hotel, and 
the industry I represent, in the amendments now before the Senate pertaining 
to the Fair Labor Standards Act, sometimes called the Federal Wage-Hour Act 

In the past, and at the present time, our industry has enjoyed an exemption 
under this act because we are considered an intrastate industry and also a service 
industry. It is my understanding the proposed amendments would increase 
the Federal minimum wage from 75 cents an hour to 90 cents or $1 or even $1.25 
per hour, with compulsory payment of time and one-half for overtime over 
40 hours a week. If the hotel industry were included in the Fair Standards 
Labor Act, along with the proposed amendments, the effect would be most 
disastrous to the hotels of the Nation and the State of New Jersey. This would 
affect not only big hotels, but all hotels, and many small hotels, whether com- 
mercial or resort. They would either have to close their doors or curtail services 
to a point where they wonld be nothing more than roominghouses. The increase 
in operational costs would be such that prices we'd have to charge the customers 
for rooms, food, and beverages would be disastrous. 

In service industries such as ours many nontipping employees receive sub- 
stantial income, which is not derived solely from the hotel but from tips from 
the customers. Being a service industry, many of the employees are those that 
ean’t work in a factory or industry, but in a category between that of an 
industry worker and a domestic at home. Also, in resort areas, small hotels 
hire college or high-school students during summer vacations; and here again 
would be a calamity. 

Should you desire facts and figures from the hotel industry of our State as to 
what this encompasses, I will be pleased to do my best to furnish same. 

Therefore, I plead for the hotels in the State of New Jersey and the Nation 
that we again have the privilege of being exempt from this law, as it is impos 
sible for industries such as ours to operate under such a ruling. 

Respectfully yours, 
McPHERSON HOTEL Corp., 
HoTet HILDEBRECHT, 
Ropert K. MCPHERSON, 
General Manager. 


NEw BRUNSWICK, N. J., April 23, 1955. 
Hon, ALEXANDER SMITH, 
Senate Office Building, Washington, D. C.: 


I urge your resistance to extension of Fair Labor Standards Act coverage to 
include hotel chains. Problems peculiar to hotel industry involving tip evalua- 
tion, etc., make practical administration an impossibility and are best handled 
at local level. Application of proposed 90-cents hourly minimum would be 
disastrous to entire industry. Effect on a 100-room metropolitan area hotel 
would be payroll increase of about 20 percent or $32,500 per year. Elsewhere 
in country impact would be greater. 

RocGer SMirH Hore, 
EpwWarp ROBERTS, 
Manager. 
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EvizaBeTu DAILY JOURNAL, 
Elizabeth, N. J., April 20, 1955. 
Hon. H. ALEXANDER SMITH, 
United States Senator, Senate Office Building, 
Washington, D. C. 

DeaR ALEx: J am rather alarmed by Senate bill No. 770, introduced by Sen- 
ator Murray, of Montana, with regard to proposed changes in the wage-hour 
law, as they affect the newspaper trade, by rescinding the exemption provided 
in the present law for newspaperboys. 

We have always held that our carrier boys are independent contractors and 
that they are working for themselves in the interest of making a profit. We work 
well within the confines of the child labor laws and have never unfairly taken 
advantage of anyone due to his extreme youthfulness. However, from time to 
time newspaper dealers have attempted to curb our practices by enlisting sup- 
port of women’s organizations, and assorted do-gooders, through claims that we 
are exploiting child labor and at the same time not giving them proper pro- 
tection. 

In the interest of a fair analysis of this problem, so that you and your com- 
mittee might be better informed of the reasons why we do not feel that rescinding 
the exemption of newspaperboys under the wage-hour law is a fair thing, might 
I invite you and the members of your committee to witness our operation at your 
convenience. We feel that we have quite a case built up for their consideration 
as independent carriers and that it will withstand the closest scrutiny. At the 
same time, I offer you the services of my circulation director, who established 
the newspaperboy program here at the Journal, feeling that his depth of ex- 
perience in the field might prove helpful to you in your decision. Though, I 
do feel that Cranston Williams of the American Newspaper Publishers Associa- 
tion has so splendidly set forth our contentions, such material as we might 
present would appear redundant and repetitious. 

Cordially, 
Rosert C. CRANE, 
Publisher. 


THE PATERSON EVENING NEWS, 
Paterson, N. J., April 18, 1955. 
Hon, H. ALEXANDER SMITH, 
United States Senate, 
Washington, D. C. 


Dear ALEx: As a newspaper publisher and a member of the American News- 
paper Publishers Association, I am vitally interested in the defeat of bill 
S. 770 by Senator Murray, of Montana, which seeks to change the exemptions 
now provided under the wage and hour law for newspaperboys. 

The present law exempts from the provisions of sections 6, 7, and 12, relating 
to minimum wages, maximum hours, and child labor, all employees engaged in 
the delivery of newspapers to consumers. Bill S. 770 proposes to restrict the 
exemption adopted in 1949 for “all employees engaged in the delivery of news- 
papers to consumers” by providing that the exemption from section 6 (minimum 
wage), section 7 (maximum hours), and section 12 (child labor) would apply 
only to those employees engaged in the delivery of newspapers to consumers at 
their residences. 

The Murray bill further provides that “the provisions of section 12 shall not 
apply to any employee otherwise engaged in the delivery to consumers when 
such employee is employed outside of school hours for the school district where 
such employee is living and is 16 years of age or over.” 

If enacted, the effect of bill S. 770 would be that newsboys, whether independent 
contractors or not, under 16 years of age, who deliver newspapers outside of 
school hours, in other than the school district where the boy lives, would be 
subject to the child labor provisions of the wage-hour law. 

I hope the Senate subcommittee will retain the provision now in the act 
regarding newspaperboys engaged in the delivery or distribution of newspapers 
after school hours and for a limited time only each day. These boys for the 
most part spend not more than 2 or 3 hours each day after school on their busi- 
hess. They operate on the “little merchant” or independent contractor plan, 
and are not paid a wage by the newspapers. They build up their business, buy 
their papers at wholesale, sell them at retail and accept all credit risks. Their 


earnings are the difference between what they pay and what they get for the 
papers they sell. 


62569 O—55——22 
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The independent contractor plan is working out well for the newsboy. It offers 
him a chance to earn money with which to buy clothes, keep himself in schoo! 
have spending money, and perhaps help support his family. 

A newspaperboy learns early the ways of business, and to accept responsibility 
which in many instances goes: far beyond that accepted by some adults. Many 
an outstanding and successful businessman of today is proud that he had his 
start as a newsboy and learned early how to deal with people. In many instances, 
he obtained an education for himself through the money he earned as a news 
boy. 

My position, and that of the ANPA, is that it would be deplorable if these 
youngsters are prohibited from carrying on as they have heretofore, and we 
urge retention of the present exemption for newspaperboys as now written 
in the law. 

I feel confident that I and the other newspaper publishers of the country may 
depend upon your cooperation along the lines that I have indicated. 


With kindest regards and every good wish to Mrs. Smith and to you believe 
me to be. 


Most sincerly yours, 
Harry B. Haines, Publisher. 


PENOBSCOT CHEMICAL FIBRE Co., 
Boston, Mass., April 11, 1955. 
Senator H. ALEXANDER SMITH, 


Senate Office Building, Washington, D. C. 


DEAR SENATOR SMITH: We note with concern that the hearings on bills to 
amend the Fair Labor Standards Act are about to begin on April 14 before 
the Subcommittee on Labor of the Senate Committee on Labor and Public 
Welfare. : 

We are concerned because of the absolute deleterious effect on Maine’s largest 
industry—the pulp and paper business. These bills include proposals which 
would 

(1) abolish the so-called 12-man exemption; 

(2) abolish all seasonal exemptions ; 

(3) amend the definition of “employee’ to conform to the common-law rules 
as now found in the Labor Relations and Social Security Acts” : 

(4) increase the present minimum wage of 75 cents per hour to a figure 
ranging from 90 cents to $1.25 per hour. 

I have written to you about this before but wish to reiterate our position. We 
oppose the abolition of the 12-man exemption because it will then be economically 
impossible for the small-woods operator to keep the detailed and accurate time 
records required by the act. Their only choice will be either to go out of 
business or to violate the law because they cannot comply. It is an impossi- 
bility almost for the large operators to even attempt to comply although we are 
doing our best, still without success. 

We definitely oppose the abolition of seasonal exemptions because the taking 
of such an action will very seriously handicap and, I might add, would probably 
prevent operations which can only be carried on while the season or weather 
permits. I do not have to point out to you the vagaries of the rain and snowy 
weather in Maine. Also I would like to point out that in the pulpwood industry 
there are the problems of peeling during the sap-running season, ice hauling. 
and river driving during the freshlet season. Anyone who has had any knowl- 
edge of the seasonal work will know that the removal of these exemptions will 
mean greatly increased costs and besides, there is not sufficient labor to do the 
work now. The A. F. of L. and CIO have come out against the importation of 
Canadian labor but they have never been able to provide sufficient labor at 
any time and under any conditions. 

We would like to highly endorse the proposal to bring the definition of 
“employee” as found in the FLSA into line with the same definition in simi- 
lar laws. This would tend to clarify a situation which has been very con- 
fusing by the abandonment of the common-law rules of master and servant for 


the definitely cloudy concept of what has sometimes been described as “economic 


reality.” This amendment will serve to place the responsibility for compliance 
upon the actual employer, where it belongs, rather than upon people who may 
never have seen or heard of their alleged “employees.” 

I am also opposed to an increase in the minimum wage. Certainly the mini- 
mum wage in mill operations is substantially higher than anything proposed, but 
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| feel that an increase in the minimum wage will be inflationary due to the 
necessary corresponding increase in every higher differential, and also because 
resulting higher costs and prices would very soon eliminate 
relief for the workers. 

Very truly yours, 


any temporary 
EveeNne H. Crapp, President. 


OREGON STATE HOTEL ASSOCIATION, 
Pendleton, Oreg., April 24, 1955 
Senator WAYNE Morse, 
United States Senate, Washington, D. C. 


DEAR SENATOR: I apologize for this long and somewhat complicated letter, but 
assure you that the facts stated herein are perfectly true and are by no means 
unusual in our business, the hotel industry. 

The purpose of writing you this letter is to advise you of our attitude toward 
the proposition of including hotels, both chain-operated and individually owned, 
under proposed amendments seeking to bring hotels under Federal labor statutes 
Now pending before the Senate Subcommittee on Labor and Public Welfare are 
proposals which would increase our minimum-wage scale from 75 cents per hour 
to 90 cents or $1 per hour and compel payment of time and one-half for over 
time over 40 hours a week. 

I have the feeling that you have implied your support to these amendments 
I hope, however, you will take under consideration the situation of the hotel 
industry which may not heretofore been presented to you. 

I have a wide acquaintance with the hotelmen of Oregon and Washington and 
know the properties which they operate. I have been active in our Oregon Hotel 
Association for several years; and during the past year I have been serving as 
president of our State organization. 

While I cannot compile accurate statistics for all the hotels of Oregon, some 
56 member botels, I do know that the situation of the Temple Hotel is slightly 
better than the average hotel of the State. For this reason, I will present to you 
an accurate picture of the business of our hotel, and hope that you will consider 
it, as it is truly presented, as being indicative of our economic condition of hotels 
in Oregon and Washington. 

The Temple Hotel has 114 rooms and last year made 28,096 room sales. We 
have faced a steadily declining room occupancy from an alltime high in 1946, 
in which we enjoyed an annual 99-percent occupancy, downward to the low occu- 
pancy of 1954, which was 67.8 percent. This was in spite of the fact that since 
1946 we have spent $219,000 in renovation and refurnishing over and above normal 
maintenance such as painting, decorating, and a high standard of maintenance 
and repair. You may be familiar with some of the changes we have made to 
improve our hotel. Weare currently heavily indebted to meet the costs of these 
improvements. There are two main causes for our decline in business. First 
and most serious is the general adoption of the 40-hour workweek by other 
commercial businesses. During the working days of the week our occupancy 
ranges in excess of 90 percent, but on weekends where there is little business 
being transacted by commercial and manufacturing firms, our occupancy falls 
as low as 30 percent. Last night, Saturday, April 23, our occupancy of rooms was 
only 32 percent. We cannot close our establishments, as many firms do; the 
public insists that we keep in operation. Our expenses remain relatively the 
Same, whether we are filled or nearly vacant. Secondly, the cause of our lack 
of business is due to the fact that motels or highway hotels have drained away 
from commercial hotels the greater part of tourist and recreational travelers 
trade, 

At the present time, all of our employees receive $1 per hour or more, except 
bellboys, who receive 75 cents per hour, waitresses, who receive 85 cents, maids 
receive 91 cents, and an elevator operator, who receives 90 cents per hour. We 
give all employees 2 weeks of paid vacation annually, which amount roughly 
raises the rate of pay by 4 percent. They receive other benefits at the expense 
of our payroll. Men work 48 hours per week, women from 40 to 44 hours per 
week, in accordance with our State labor statutes. 

At a glance it would appear that slight increases of pay to these employees 
would not seriously injure us. Indicated further in this letter, and taken from 
our certified public accountant approved records, is an indication of the cost to 
us if wages are increased and the time and one-half provision be enforced. 
Speaking of the 40-hour workweek, our employees feel that if Federal laws die- 
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tate such a workweek, they (my employees) feel that they should be entitled 
to as much take-home pay as they now receive for the longer workweek. Ags 
another cost of labor, and frequently overlooked, we are assessed 4.1 percent 
labor taxes, insurance costs, and other benefits which are directly applied to the 
credit of our individual employees. 


Reflected increased labor costs of the Temple Hotel if minimum hourly wage 
is to be set at 90 cents per hour and overtime provision is to be in effect 
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Reflected increased labor costs of the Temple Hotel if minimum hourly wages 
were to be set at $1 per hour and overtime provision 
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In other words, if the minimum rate of pay were established at 90 cents per 
hour, and overtime payments met, our increased payroll cost would be $7,958.36. 
If the minimum pay schedule were to be $1 per hour, our increased payroll costs 
would be $12,155.09. 

Now, let’s see how these increased costs would affect our profit picture. 
The figures below indicate our operating costs for 1954. So far this year, we have 
not done as much business in rooms as for the first 3 months of 1954, but our 
food-business volume is slightly greater. 
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Presuming that we will do the same amount of business in 1955 that we did 


in 1954, and business will have to pick up some to meet that mark, the following 
schedule will indicate what we have to look forward to: 


Labor cost Percentage of gross income received 

at $1 Seer - 

mintoum | 1954 |At@cents| Atéi 
| 
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247. 25 $50, 669. 57 37.3 | 40.6 | 42.7 
Food department J 50, 519. 76 39. 4 | 42.7 | 


Again, stating that we should have identical gross income for the following 


years that we had in 1954, and presuming all other expenses except labor would 
remain the same, we could expect our profit picture to be as follows: 


If it weren't so evident that the proposed increases of minimum wages by 
Congress is going to take the shirt off our backs, I wouldn't be hollering. But 
there it stands, a pretty dismal picture. Our Hotel Pendleton will be forced 
to close its room department, at least through the quiet period of the year, if 
these increases become effective. 

It may occur to you that I’ve concealed part of the picture in my own salary. 
Our company operates under a partnership agreement and I draw the only 
salary for management. This amounts to $6,000 per year. I do not consider 
that an excessive amount for the administration of a business that employs 
some 50 people. 

I recognize that I have not mentioned the social and economic responsibilities 
to my lower paid employees. Frequently, in discussing salaries, people overlook 
the tips or gratuities these employees receive. Since I have only 3 classifica- 
tions of jobs of employees that receive under $1 per hour, let’s look at their 
situation. ‘ 

Three bellmen and a part-time bellman, who unfortunately is a wastrel. These 
men receive $6 a day and all of them have been employed by us for about 3 years 
or more. All three regular men own good cars that are paid for. One owns 
his home, another is building a new one. The third is getting along well. I 
offered one of these men a clerk’s job at $250 per month. He turned it down 
saying he couldn’t afford the drop in his income. 

Waitresses: These ladies receive only $6.80 per day, but average from $6 to 
$10 a day in tips. They get paid for 8 hours’ work a day, but work only 74 
hours—30 minutes of mealtime for which they get paid regular wages. They 
receive free uniforms and two meals a day at our expense. Three of my better 
waitresses actually have more take-home pay, after income taxes (for income- 
tax purposes they declare from 50 cents to $1 per day as receipts from tips) 
than my chef, who gets $16 per day and 20 percent of any profit his department 
earns. 

The maids are the poorest paid, 91 cents per hour. However, their pay com- 
pares favorably with domestic help, their hours regular, and their working 
conditions pleasant. We have very little labor turnover in this department. 

I have experimented with increasing our rates and charges in our coffeeshop. 
An increase seems to be more harmful than helpful in deriving the maximum 
business receipts. To meet the break-even point that we are now experiencing, 
and if the $1 minimum-wage scale were to be invoked against us, I estimate that 


our room rates would have to go up about $1 per day and food prices would 
have to rise about 25 percent. 
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As a matter of interest to you, the culinary union having jurisdiction over 
this area of Oregon has just presented a demand to all food, bar, and tavern 
operators that minimum wages in these establishments will be set at $1 per 
hour. The food operators have met and without exception have stated that 
such an increase in wages will close their businesses. The result of their meet- 
ing was that they have signed a letter to the union to the effect that unless the 
present working contract is extended, they will terminate all union agreements. 
It just isn’t possible for us to continue under increased labor costs and falling 
markets. We fully expect that the union representatives will withdraw all 
their demands for increases. They, too, know how our business has been in 
the past 2 years. 

We, the hotelmen of the State, respectfully request your careful consideration 
of our dilemna and hope that you will assist us. 

Sincerely yours, 


Morris 8S. TEMPLE, 
President, Oregon Hotel Association. 


STATEMENT BY WILLIAM NOBLE, SANDOVAL, ILL., AND G. ELMoRE, DANVERS, ILL., 
SMALL TELEPHONE COMPANY OWNERS 


There are 339 independent telephone companies in Illinois; 117 have less than 
$15,000 per year to operate on; 89 have less than $10,000; 182 public utilities; 
157 are mutual companies that operate in rural areas as nonprofit. 

Five thousand telephone companies in United States not affiliated with Bell 
System serve over 11,000 cities and towns, over 8,000 exchanges have less than 
500 stations, many less than 100. Independents serve over 8% million tele- 
phones; 80 percent are in homes. Bell earnings on an average per telephone per 
year, $110; independent earnings per year per telephone, $30 to $40. Independents 
serve over two-thirds of the geographical area of United States. Their income is 
dependent upon farm income. Only 1 percent is derived from interstate yet they 
are classified as interstate business. 

Operators’ duties are generally light. They work steady in pleasant sur- 
roundings; many have living, heat, and light furnished Working locally they 
have no transportation cost, eat at home, and dress cheaper. 

In many towns, the telephone company is the only one that will come under 
the law and the Commerce Commission too. Repeal of exemption would drive 
many small companies to the wall and leave only three alternatives: 

(1) Convert to dial: If all companies making dial equipment worked night 
and day, it would take from 7 to 10 years to convert them all. 

(2) Sell out to larger companies: Operators would have to move or travel to 
larger cities, dress expensively, and probably work under much less favorable 
surroundings. 

(3) Close the doors: If this is done, not only are the people of the area 
deprived of service in case of fire, sickness, and emergencies, but it would put 
the very people out of work that the law is aiming to help. 

Telephone companies are trying to bring down the cost of good, dependable 
rural service. There isn’t enough good rural coverage now. A rate increase 
would put the telephone out of reach of many farm families that now have one as 
insurance against emergencies. Demand for improvement goes on so there must 
be a favorable return on money invested to attract new capital. REA was 
created to extend rural service, repeal of the small exchange exemption would 
reserve everything the Government has been trying to do. 


(Whereupon, at 12: 40 p. m., the committee was adjourned. ) 
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STATISTICAL INFORMATION SUPPLIED TO THE SUBCOMMITTEE BY THE DEPARTMENT 
or LAnor, AS REQUESTED BY THE CHAIRMAN ON APRIL 14, 1955 


Exhibit A—Distribution of wage and salary workers according to status under 
the Fair Labor Standards Act. 

Exhibit B—Factory workers’ earnings, distributions, by straight-time hourly 
earnings, April 1954. 

Exhibit C—Estimates of the impact of 85 cents, 90 cents, $1, and $1.25 minimum- 
wage rates in covered industries. 

Exhibit D—Results of the minimum-wage increase of 1950. Economic effects 
in selected low-wage industries and establishments, August 1954. 

Exhibit E—Consumer Price Index, United States. All items, 1988—February 1955. 

Exhibit F—An up-to-date schedule of minimum-wage rates for Puerto Rico, show- 
ing changes subsequent to 1949 amendments to the Fair Labor Standards Act. 

Exhibit G—A table showing the gross average hourly earnings and percentage 
change, selected periods, 1938 through February 1955. 

Exhibit H—Materials on coverage and exemptions under the Fair Labor Stand- 
ards Act. 

ExHIBIT A 


DISTRIRUTION OF WAGE AND SALARY WorRKERS ACCORDING TO Status UNDER THE 
Farr LABOR STANDARDS ACT 


Of the total of 44 million wage and salary workers (excluding Government 
employees and executive, administrative, and professional employees) in the 
United States in September 1953, about 24 million or 55 percent are protected 
by the minimum-wage provisions of the act. To evaluate the present scope of the 
act, it is helpful to examine estimates by industry of the number of employees to 
whom the act does or does not apply. 

Even a superficial review of table 1 indicates that almost all of the wage and 
salary workers in the manufacturing and mining group are protected by the act. 
It is similarly evident that little or no protection has been extended to workers 
in retail trade; the agriculture, forestry, and fishery group; and domestic service. 
The remaining major groups fall somewhere between these two extremes. The 
reasons for such partial protection are (1) the theory on which coverage is 
based, and (2) the specific exemptions contained in the act (table 1). 


TABLE 1.—Distribution of wage and salary workers protected by Fair Labor 
Standards Act, by industry division, September 1953 


Wage and salary workers 


Industry division Number of 

Total number ! protected 
(thousands) workers 

(thousands) 





Total, all industries 


Manufacturing 

Mining. 

Construction 

Wholesale trade 

Retail trade 

Finance, insurance, real estate 

Transportation, communication, and utilities 

Services and related industries, n. e. c.?. _ ......-..------ 
Agriculture, forestry, and fisheries ne 

Domestic service...._- 
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' Proprietors, self-employed persons, and unpaid family labor totaling approximately 12 million persons, 
6 million Government employees, and 4 million executive, administrative, and professional employees are 
excluded. Personnel of the Armed Forces are also excluded. 

? Services and related industries, n. e. c., comprise both personal and business services, e. g., agricultural 
and related services; business services; laundries, cleaning and related services; auto repair services and 
garages; miscellaneous repair services, n. e. c.; motion pictures; professional and related services; and such 
miscellaneous nonmanufacturing industries as hotels, barber, and beauty shops, medical and health services, 
amusement and recreation, and nonprofit organizations. 
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SCOPE OF THE ACT 


The present act is restricted to those particular employees who are “engaged 
in commerce or in the production of goods for commerce,” provided they do not 
come within one of the exemptions of the act. The terms “engaged in com- 
merce or in the production of goods for commerce” are broadly defined in section 
3 of the act. 

Yet the broad scope given the basic coverage phrases in the act has not re- 
sulted in applying the act in many areas which Congress could have regulated. 
For example, the present act restricts coverage by taking as its basis each par- 
ticular employee’s work rather than the nature of the business in which he is 
employed. The application of the act is further restricted by exemption pro- 
visions, which exclude 13 different groups of employees. 


WORKERS WHO ARE NOT PROTECTED 


Because of the present approach to coverage there are 20 million wage and 
salary workers who are not protected by the act. These workers fall into two 
categories. Approximately 13% million workers are not directly engaged in 
interstate commerce or in the production of goods for commerce although some 
of them are employed in occupations affecting interstate commerce. The re 
maining 614 million of them are engaged in interstate commerce or in the pro- 
duction of goods for interstate commerce but are exempted because of specific 
provisions of the act, as follows: 3,032,000 are farm workers; 1,360,000 are em- 
ployed by exempt retail trade or retail service establishments; 1,208,000 are 
outside salesmen; 233,000 are engaged in handling or processing agricultural 
commodities in the area of production; 132,000 are employed in laundries or 
cleaning and dyeing plants; 117,000 are seamen; 110,000 are employed in small 
logging operations having 12 or fewer logging employees; 61,000 are engaged in 
fishing or in canning, processing, or distributing fishery products; 43,000 are 
switchboard operators of small telephone exchanges; 32,000 are employed by 
small newspaper concerns; 32,000 are employed by local transit companies; 
10,000 are employed in a local retailing capacity by manufacturers or whole- 
salers: 4,000 are taxicab operators. 

Table 2 distributes the 20 million workers who are not protected by the Fair 
Labor Standards Act by industry group and indicates the basis for the lack of 
protection. It is evident from this table that one-third of the wage and salary 
workers who are not subject to the statutory minimum wage are employed in 
retail trade. Another one-third is almost equally divided between the service 
industries and the agriculture, forestry, and fishery group. The basis for lack 
of protection varies considerably among these industries. In retail trade and 
most of the service industries, for example, the lack of protection results pri- 
marily from the fact that the workers are not considered to be “engaged in com- 
merce or in the production of goods for commerce.” In agriculture however, the 
lack of protection derives from exemptions written into the act (table 2). 

A further glance at the preceding discussions of the present coverage of the 
act reveals that as the act now stands it falls short of accomplishing its objec- 


tives. Coverage is spotty, contains wide gaps, and many important areas are 
unregulated. 
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TaBLeE 2.—Distribution of employees not protected by the Fair Labor Standards 
Act, by industry division, September 1953 


{In thousands} 


Industry division 


Total, all industries 


Manufacturing - -.-..-.-.-.--- 

MEME aio cadene 

Construction - - 

Wholesale trade. - 

Retail trade_. 

Finance, insurance, real estate 
Transportation, communications, and utilities __ 
Services and related industries, n. e. c 


Agricultural and related services 

Business and professional services. __-.-- -- 
Laundries, cleaning, and related services __ 
Repair services an ‘garages. . 

Amusement and recreation services 

Hotels and other lodging places 

Personal service (n. e. c.) 

Medical and other health services... _.-- 
Educational and nonprofit organizations - 


Agriculture, forestry, and fisheries 
Domestic service 


Workers not protected by Fair Labor 
Standards Act 


Employees Employees 
not engaged | “aged in 
incommerce CO™M Merce 
or produc- lena 

tion of goods | MOP & + 


wc 
for commerce !F ©° 
bute 


286 
2 905 


24 
162 
396 
171 
361 
407 
245 
681 
548 


101 
2, 021 


NOTE. eines ‘ictal persons, ‘cael family labor as well as executive, administrative, 


and professional employees are exclu 
are also excluded. 


ed from all employment figures. Personnel of the Armed Forces 
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Factory Workers’ Earnings: Distributions by Straight-Time Hourly Earnings 
April 1954 1/ 


Summary 


The United States Department of Labor's Bureau of Labor Statistics provides in 
this report the results of a broad eurvey* of the straight-time hourly earnings (exclusive 
of premium pay for overtime and work on weekends, holidays, and late shifts) of factory 
workers in the United States. 


The survey provides information on the number of factory workers in various wage 
intervals between 75 cents and $3 an hour. Nationwide, an estimated 380,000 factory work- 
ers, or 3 percent of the total, earned less than 80 cents an hour; 817,000, or 6.5 percent, 
under 90 cents; 1,282,000, or 10.2 percent, under $1; and 2,823,000, or 22.4 percent, 
under $1.25. The upper 25 percent of the factory labor force earned $2 or more an hour. 


Earnings distributions differed among the 4 broad regions adopted for this study. 
Thus, the proportion of factory workers earning less than 90 cents an hour was 1.1 percent 
in the Far West, 2.3 percent in the Middle West, 4.1 percent in the Northeast, and 20.2 
percent in the South (chart 1). 


Average hourly earnings, exclusive of premium pay for overtime and for work on 
weekends, holidays, and late shifts, were recorded as follows: Nationwide, $1.68; Far 
West, $1.94; Middle West, $1.80; Northeast, $1.67; and South, $1.36. 


Pay levele were higher in durable-goods industries as a group than in nondurable- 
goods industries; within each of these groups the level of earnings for men exceeded the 
level for women. Proportions of workers earning less than 90 cents an hour were: Durable 
goods, all workers—4.2 percent, men—3.9 percent, women—6.0 percent; and nondurable 
goods, all workers—9.7 percent, men—4.2 percent, women—18.4 percent. 


Hourly averages and the proportions of workers at lower earnings levels varied 
greatly among 12 industry groups examined separately. In half of these groups, fewer than 
5 percent of the workers earned less than 90 cents an hour in April 1954; the largest pro- 
portion (25 percent) was found in the lumber and furniture products group. 


All manufacturing industries 


The more than 12'4 million production workers employed in manufacturing indus- 
tries in April 1954 were distributed among more than 200,000 establishments in 469 sepa- 
rate industries.’ Substantial differences exist among these establishments and industries 
in the types of labor skills utilized, proportions of men and women employed, and the ex- 
tent to which wage incentive plans are in effect. Numerous surveys of occupational earn- 
ings conducted by the Bureau of Labor Statistics over a period of years have revealed intra- 
industry as well as interindustry differences in wage levels within labor markets. Similarly, 
interregional differences in pay for work in comparable jobs and industries also exist. These 
are among the factors reflected in the spread in earnings as shown in the distributions and 
averages presented in the accompanying tables and charts. 


Approximately one-fourth of the 12,590,000 production workers earned less than 
$1.30 an hour, half earned between $1.30 and $2, and the upper fourth earned $2 or more. 
About 23,000 workers, or 0.2 percent of the total workers employed, earned less than the 
75-cent Federal minimum wage.* Cumulatively, 380,000 workers, or 3 percent of the total, 


' Prepared in the Bureau's Division of Wages and Industrial Relations. The statis- 


tical and sampling techniques were developed by Samuel E. Cohen and Theodore Golonka; 
the analytical work was under the supervision of Toivo P. Kanninen, assisted by L. Earl 
Lewis. 
2 See description of Scope and Method of Study, p. 32. 

3 The Standard Industrial Classification Manual (November 1945 edition), prepared by 
the Bureau of the Budget, lists 469 industries under 21 major groups. 

Some manufacturing establishments, such as small logging camps, are not covered 

by the Fair Labor Standards Act. Provision is also made in the Act for exempting, under 
certain conditions, learners, apprentices, and handicapped workers. 
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earned less than 80 cents; 817,000, or 6.5 percent, under 9 cents; and 1,282,000, or 10.2 
percent, under $1 (tables | and 2). Particular interest attaches to the 90-cent figure in 
view of the recommendation of President Eisenhower in his State of the Union message of 
January 6, 1955, for an increase in the statutory minimum wage of 75 cents to 90 cents an 
hour. 


For purposes of this study, the 48 States and the District of Columbia were grouped 
into four broad regions.’ The 9 Northeastern States accounted for 4,498,000 production 
workers, or 36 percent of the nationwide total. Employment in the South—1i6 States and the 
District of Columbia—aggregated 2,564,000, or 20 percent of the total. Twelve Midwestern 
States accounted for 4,378,000 workers, or 35 percent of the total, and i! States in the 
Far West accounted for 1,150,000 workers, or 9 percent. 


The proportions of factory workers earning less than any given amount varied sig- 
nificantly among the regions particularly at the lower levels of earnings. Thus, the pro- 
portion of factory workers earning less than 90 cents an hour was 1.1 percent in the Far 
West, 2.3 percent in the Middle West, 4.1 percent in the Northeast, and 20.2 percent in 
the South. Of the 817,000 workers earning less than 90 cents an hour in April 1954, 12,000 
were employed in the Far West, 100,000 in the Middle West, 186,000 in the Northeast, and 
519,000 in the South. Although the South accounted for only 20 percent of the total produc - 
tion-worker employment in factories, it accounted for 64 percent of all factory workers in 
the Nation earning less than 90 cents an hour. Among those earning less than $1 an hour 
about 60 percent were found in the South (chart 2). 


These variations in the regional distribution of workers by straight-time earnings 
are reflected in regional differences in the general level of earnings. As already indicated, 
in manufacturing as a whole, production workers averaged $1.68 an hour, exclusive of pre- 
mium pay for overtime and for work on weekends, holidays, and late shifts. The corres- 
ponding regional averages were $1.94 in the Far West, $1.80 in the Middle West, $1.67 
in the Northeast, and $1.36 in the South. 


Except in the South and Northeast, median earnings (the amount below and above 
which 50 percent of the workers were found) did not differ significantly from the weighted 
averages (means) cited above (chart 5). Thus, for manufacturing as a whole, the median 
was $1.67, only 1 cent below the mean; in the Far West, the median ($1.92) was 2 cents 
below the mean; in the Midwest area the two figures were approximately the same. In the 
Northeast, however, the median ($1.62) was 5 cents below the mean and in the South, the 
median ($1.29 was 11 cents below. 


The divergences between mean and median in the South, and to a lesser extent in 
the Northeast, are due principally to the industrial composition of these areas, coupled with 
the 75-cent legal limit below which wages generally are not permitted to fall. For example, 
in the relatively low-wage industries in the South, such as lumber, large groups of workers 
are concentrated at or near the legal minimum, whereas in higher wage southern industries 
the proportions of workers are more evenly distributed over a comparatively wide range. 
By contrast, the distributions of earnings in the Middle West and Far West are characterized 
by the lack of any concentration at or near the legal minimum, and in general by greater 
symmetry. 


Durable and nondurable goods 


Durable-goods industries as a group had a higher wage level than nondurable-goods 
industries. Nationwide, the 7,309,000 durable-goods workers averaged $1.78 an hour com- 
pared with $1.54 for the 5,281,000 workers in nondurable-goods plants.* Among durable- 
goods workers, a fourth earned less than $1.50, half earned between $1.50 and $2.05, and 
the remainder, $2.05 or more an hour. Slightly less than a fourth of the nondurable-goods 
workers earned less than $1.10, half earned between $1.10 and $1.85, and the remainder 
earned $1.85 or more (tables 3 and 4). 


5 For listing of states in each region, see Scope and Method of Study, p. 33. 
* See footnote 1 to table 3 for listing of durable- and nondurable-goods manufacturing 
industries. 
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Employment in durable-goods plants exceeded that in nondurable-goods plants in each 
of the regions except the South. Durable-goods industries accounted for 71 percent of the 
production workers in the Middle West, 67 percent in the Far West, 53 percent in the North- 
east, and 41 percent in the South. Regionally, average hourly earnings in the durable-goods 
group ranged from $2 in the Far West to $1.41 in the South; the highest regional average 
for nondurable goods was $1.83 in the Far West and the lowest was $1.32 in the South. 


As shown below, the proportions of workers at the lower end of the earnings distri 
butions were emaller in durable-goods than in the nondurable~-goods industries in all regions 
except the South. 


Number (in thousands) and percent of production 
workers earning less than 90 cents an hour 


Region Durable goods Nondurable goods 
Number Percent Number Percent 


United States 304 “ 513 
Northeast — 34 : 151 
South — 246 * 273 
Middle West _....._ 22 . 76 
ver Weet anwseec0 l , 12 


ee weesteets, SOrnerreomrem™m ”" 


NOTE: Because of rounding, sums of regional employment estimates 
do not necessarily equal the nationwide total. 


In the South, average hourly earnings for durable-goods workers exceeded earnings 
in nondurable goods, the difference being 9 cents an hour. Nevertheless, the proportion of 
Southern workers earning less than 90 cents an hour was greater in durable than in nondur- 
able goods. This results largely from the heavy concentration of workers earning less than 
90 cents in the important lumber and furniture industrics, which are classified in the durable- 
goods categories. About seven-eighths of the 246,000 durable-goods workers in the South 
earning less than 90 cents were employed in these two industries. 


Earnings of men and women 


Men outnumbered women in durable-goods and aaa industries, both 
nationally and within each region. Nationwide, men accounted for 61 percent of the plant 
employment in nondurable goods, 84 percent in durable goods, and 75 percent in all manu- 
facturing combined. Regionally, the proportion of men workers ranged from 55 percent in 
nondurable goods manufacturing in the Northeast to 89 percent in the durable-goods group 
in the South. These regional variations are due largely to differences in the types of manu- 
facturing industries found in the various regions and the differing proportions of women found 
in these industries. 


Nondurable-goods industries provide employment to twice as many women workers 
as do the durable-goods industries. A substantial proportion of these women workers are 
emploved in textile mills, apparel shops, and in food-processing plants. Geographically, 
three-fourths of the women employed in the nond-rable-goods industries were concentrated 
in the Northeast and South. 


Straight-time average hourly earnings for men were $1.80 in all manufacturing 
$1.84 in the durable-goods group, and $1.74 in the nondurable-goods group The overall 
average for women was $1.28, with averages of $1.40 and $1.22 recorded in durable goods 
and nondurable goods, respectively. For all industries combined, men's earnings exceeded 
those of women by 58 cents in the Far West, 54 cents in the Middle West, 52 cents in the 
Northeast, and 37 cents in the South. 


Durable-goods and nondurable-goods averages for men in each region varied by 5 
cents or less from the regional averages for al! manufacturing. Only in the South did men 
average higher pay in the nondurable-goods than in all-manufacturing industries. For women 


WellD STATES OOPAR TERT! OF Lam” 
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on the other hand, average earnings in durable goods were from 2 to 13 cents above the all- 
manufacturing average; in nondurables they were from | to 11 cents below. Comparing 
women's earnings in durable- plants with those in nondurables, the largest differences 
were found in the Far West (22 cents) and the Middle West (21 cents). 


In the lower-earnings intervals, the proportion of women exceeded that for men in 
both durable- and nondurable-goods industry groupings. Thus, 4 percent of the men and 14,2 
percent of the women workers in manufacturing were earning less than 90 cents an hour in 
April 1954 as shown in the following tabulation: 


Percent of production workers earnin, 
ss cents an hour 


All manu- Durable Nondurable 
facturing goods 


Sex and region, 


Men: 
United States 
ee ° ° ° 
a ° 10, 
Middle West —...._.. ° 
Far West 


Women 
United States 
Northeast 
South 
Middle West 
Far West 


* Less than 0.05 percent. 


Of the 380,000 men earning less than 90 cents, 322,000 or 85 percent were in the 
South (tables 5 and 7). By contrast, of the 437,000 women workers earning less than 90 
cents, 45 percent were in the South and 35 percent were in the Northeast (tables 6 and 8). 


About 243,000 men in durable-goods plants earned less than 90 cents. Of this total, 
223,000 were in the South and 20,000 were divided equally between the Northeast and Middle 
West regions. Of the 137,000 men in nondurable-goods plants who earned less than 90 cents, 
about 99,000 were in the South, 22,000 in the Northeast, 15,000 in the Middle West, and 
approximately 1,000 in the Far West. 


Although the percentage of women workers in durable-goods plants who earned less 
than 90 cents was 4 times greater in the South than in the Northeast,the number of women 
in this earnings group was slightly greater in the Northeast. Of the 61,000 women earning 
less than 90 cents in durable-goods plants, 24,000 were in the Northeast, 23,000 were in 
the South, and nearly all of the remainder were in the Middle West. Of the 376,000 women 
earning less than 90 cents in nondurable-goods plants, 174,000 were in the South, 130,000 
were in the Northeast, and most of the remainder were in the Middle West. 


As can be seen from the distributions of workers in 42 earnings classes (tables 
5 - 12), hourly earnings of individual men and women workers ranged from 75 cents (or less 
in some cases) to above $3 in each industry grouping and region. The degree of hetero- 
geneity of earnings in our manufacturing economy is suggested by the nearly complete lack 
of any concentrations of workers at any point along the earnings scale. Only in the South 
were as many as 10 percent of either men or women workers concentrated within a 5-cent 
range—the earnings interval beginning with the 75-cent Federal minimum wage. The degree 
of dispersion shown in these tables is characteristic of some but not all of the narrower 
industry groupings (see following page). 
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Earnings in selected industry groups 


Distributions of workers by hourly earnings for 12 major industry groups with over 
11 million production workers are presented in table 13." Compared with the distributions 
for the broad durable- and nondurable -goods industry divisions, shown earlier, these industry 
group data reflect in somewhat greater detail variations in earnings related to differences 
in pay levels among industries, to regional variations in levels of earnings by industry, and 
to the geographic distribution of factory employment by industry. 


Data for some industry groups reveaied comparatively little variation in average pay 
levels among regions. For the chemicals and petroleum products group, for example, the 
average for the South ($1.78) was only a few cents below those for the Northeast and Middle 
West, although 28 cents below that for the Far West. By contrast, lumber and furniture 
workers as a group averaged 97 cents an hour in the South, whereas averages for these 
workers in the Middle West and Far West were $1.50 and $2.13, respectively. 


The industry groupe selected for separate examination are listed below in descending 
order of the proportion of workers earning less than 90 cents an hour. 


Industry group 


Lumber and furniture 

Leather and leather products 

Textiles and apparel 

Tobbaco manufacturers 

Food and kindred products 

Miscellaneous manufacturing’ — 

Paper and printing 

Chemicals and petruleum 

Instruments and related products 

Primary metals and fabricated 
metal products —_..._.___. 

Machinery (except electrical)... 

Transportation equipment (*) (? 


2eewowwowee 


—w & 


' Major group 39 as defined in the Standard Industrial Classi- 
fication Manual (November 1945 edition), prepared by the Bureau of 
the Budget. 

Less than 500 workers. 
> Less than 0.05 percent. 


Among 29 regional-industry group distributions provided in table 13, 7 instances 
were noted in which more than 10 percent of the workers earned less than 90 cents an hour. 
Four of these were in the South: Lumber and furniture, 56.1 percent; food products, 34.4 
percent; leather and leather products, 23.9 percent; and textiles and apparel, 19.1 percent. 
The other instances were the textiles and apparel group in the Midwest (17.3 percent) and 
the leather and leather products group in the Northeast (15.8 percent) and in the Midwest 
(14.2 percent). Although regional estimates for tobacco manufactures could not be prepared, 
nationwide, 12.9 percent of the workers earned less than 90 cents an hour in April 1954. 


Changes in wage levels since 1947 
Comparison of the earnings distribution for April 1954 with an earnings distribution 


prepared for July 1947 reveals a sharp shrinkage of employment at pay levels below 31 an 


’ Separate distributions by industry group could not be presented for the remaining 
\'& million factory workers employed in April 1954. 
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hour.* As shown below, the proportion of workers earning less than $1 declined from a 
third to a tenth during the 7-year period. 


Percent of production workers earnin 

less than specified amounts per hour 
Straight-time July 
hourly earnings 1947 


Under 75 cents 10.4 
Dader 6) cents cnnssesseee 13.6 
Under 9 cents EEE 23.0 
Wet 638 scene 32.7 


The 1949 Amendments to the Fair Labor Standards Act increased the Federal mini- 
mum wage to 75 cents an hour, effective January 25, 1950. Thus, 2'4 years before the 
new minimum went into effect, it was estimated that 10.4 percent of the production workers 
were paid less than 75 cents an hour. By November 1948, estimates prepared by the Bureau 
indicate that the proportion paid less than 75 cents had dropped to 6.6 percent. In April 
1954, only a fraction of 1 percent of the workers in manufacturing were earning less than 
75 cents and 6.5 percent were earning less than 90 cents an hour. 


General wage changes, including those resulting from the adoption of the 75-cent 
minimum, largely accounted for the 44-percent rise in average hourly earnings between July 
1947 and April 1954.% Shifts in employment ratios among industry groups also contributed 
to the rise in the earnings level as well as to changes in their overall distribution. The 
largest gains in production-worker employment between 1947 and 1954 occurred in electrical 
machinery (254,000), transportation equipment (200,000), and printing and publishing (94,000). 
Production-worker employment in the food, textiles, and furniture groups, however, was 
substantially lower in April 1954 than in July 1947.! Among the industry groups named, 
average pay levels were substantially higher in those in which employment increased. 


® This earlier release of the Bureau of Labor Statistics (dated December 15, 1947) 
provided distributions of production workers in manufacturing, and by industry group, by 
straight-time hourly earnings. 

Percent increase computed from averages for all-manufacturing adjusted to exclude 
premium pay for overtime. 

° Part of the decline in employment in the food group is attributable to seasonality 
in the canning and preserving and the beverage industries; employment levels in these in- 
dustries are higher in July than in April. 
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1606 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE |. --Estimated distribution of production workers in Manufacturing Industries by straight-time 
average hourly earnings.’ United States and Regions,’ April 1954 


Far West 
Average hourly earnings’ 
(in cents) 


ke 


75 and under 60 .......... 380 
60 and under 65 $75 
85 and under 90 _....__.___. 617 
90 and under 95 ...__.___. 1,069 
95 and under 100 _..._____. 1,262 


100 and under 105 1,656 
105 and under 110 1,925 
110 and under 115 2,243 
115 and under 120 2,518 
120 and under 125 2,623 


125 and under 130 3,194 
130 and under 135 3,548 
135 and under 140 3,912 
140 and under 145 4,291 
145 and under 150 4,672 


150 and under 155 5,170 
155 and under 160 5,617 
160 and under 165 6,140 
165 and under 170 6,618 
170 and under 175 7,100 


175 and under 1860 7,577 
180 and under 185 6,003 
185 and under 190 6,518 
190 and under 195 8,975 
i195 and under 200 9,467 


200 and under 205 9, 889 
205 and under 210 10,245 
210 and under 215 10,549 
215 and under 220 10,819 
220 and under 225 11,045 


225 and under 230 11,269 
230 and under 235 11,445 
235 and under 240 11,579 
240 and under 245 41,700 
245 and under 250 11,615 


250 and under 260 12,025 
260 and under 270 12,154 
270 and under 280 12,254 
280 and under 290 12,332 
290 and under 300 12,382 


300 and over 
Number of workers ....... 


Average hourly earnings ' 


' Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 


* The regions used in this study include: 
Northeast _..._.._..._.. Connecticut, Maine, Massachusetts, New Hampshire, New Jersey, New York, Pennsylvania, Rhode Islani, 
and Vermont; 
Alabama, Arkansas, Delaware, District of Columbia, Florida, Georgia, Kentucky, Louisiana, Maryland, 
Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia, and West Virginia; 
Middle West _...__... Illinois, Indiana, lowa, Kansas, Michigan, Minnesota, Missouri, Nebraska, North Dakota, Ohio, South Dakota, 
and Wisconsin; 


I a Arizona, California, Colorado, Idaho, Montana, Nevada, New Mexico, Oregon, Utah, Washington, and Wyoming. 
> Less than 500 workers. 


NOTE: Because of rounding, sums of individual items do not necessarily equal totals. 
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TABLE 2. --Estimated percentage distribution of production workers in Manufacturing Industries by straight -tume 
average hourly earnings. United States and Regions.’ April 1954 


. ca = — a — 
A — 7 } rnings lative’ c rr wlati reent wlative reent Cumeletive 
ents percent of | of percent of| of | percent of 

—" vorke rhe! works rer! D2) workers IS) workers jworkers, workers 
e.1 


0 8.1 ° 


~ 


Under 75 - e. 6.7 ' ’ *) . , 
75 and under 60 
60 and under 85 
85 and under 90 
90 and under 95 
95 and under 100 


i il 
is 
20 
a4 
26 


rere 
—oeve ~ 
wvweesd ~ 
th oye 
one Fw 
weer eo 
"Fewer e@ 
www ee 


0 and ander 105 
5 and under 110 
and under 115 

1S and under 120 
) and under 125 


4 
se 
45 
46 
50 


| 
| 
| 


eve2eve enwnw 


vn nw we 
ener eo 
ecauww 
vrnwnn 
enn e 
wwee oe 
ecanwn 
eceore 


25 and under 130 
) and under 135 
and under 140 
and under 145 
and under 150 


$3 
Se 
$9 
o2 
65 


vere 
coves 
-——w eS 


weewwe 
222e4 
veor-e 
weee oe 
enn ne 


Conse 





and under 155 

S and under 160 
and under 165 
and under 170 
170 and under 175 


8 
vi. 
73. 
7. 
7 


veryee 
e*veeun 
“weere 
Leno 
ewzwefre 
wren nwe 
ee 
w~ ene 


175 and under 180 
160 and under 185 
185 and under 190 
190 and under 195 
195 and under 200 


80 
$1 
a4 
6s 
67 


s4 
$9 
64 
70 


ce~-4+e Genve 
“aco ow 


wverew 
weweww 
—— wee 
e440 
Co oe oe 
co2ceo-w 


+ 


200 and under 205 
205 and under 210 
210 and under 215 
215 and under 220 
220 and under 225 


89 
90 
92 
92. 
93 


4 
78 
8. 
83 
Be. 


—2eere BHYeeaN 
NNN Hee ee 
eine ee @O4ne 


-NNN we 


*coaonw 2onwere en~-e ee 
euweruvs 
eotvee 
22ouo 
enews 


vue e ss 


225 and under 230 
230 and under 235 
235 and under 240 
240 and under 245 
245 and under 250 


“ 
9S 
% 
97. 
97. 


68 

69. 
90. 
91. 
92. 


omen 

eee 

eeune 
aantee 
*eoeo 
*#o+ee 
errs 
-—e48c 


250 and under 260 
260 and under 270 
270 and under 280 
280 and under 290 
290 and under 300 


98. 
8 
99 
9 
99 


94. 
%. 
97. 
97 
98 


-—™ 


r4OoNne 


-———— 
———- 


weuwvwe ewvweew 


Se 
e2venro 
-weee 


Fae sw 





300 and over . 


# 


100.9 100.0 
Number of workers 4, 378, 000 1, 150, 000 
Average hourly earnings ' $1.80 $1.94 
Excludes premium pay for overtime and for work on weekends, holidays, and late shifts 


See table | for listing of States included in regions. 
Lees than 0. 05 percent. 


. 
NOTE: Because of rounding, sume of individual items do not necessarily equal 100 
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TABLE 3. --Estimated distribution of production workers in Durable-and NondurableGoods' Manufacturing Industries | 
straight-time average hourly earnings, United States and Regions,’ April 1954 


in thousands 


Average hourly earnings* — 


(in cents) Durable | Nondurable |Durable |Nondur ie} Durable |Nondurable| Durable Mendurable 
goods goods goods goods goods goods goods goods 
Sansone ; 


On 15 i ¢ 


75 and under 80 .._..._..... 128 29 
80 and under 85 ._. 7 is 
85 and under 90 .__. 7 28 
90 and under 95 __. 25 
95 and under 100 5 3% 


100 and under 105 45 
105 and under 110 31 
110 and under 115 37 
115 and under 120 30 
120 and under 125 36 


125 and under 130 40 
130 and under 135 36 
135 and under 140 41 
140 and under 145 37 
145 and under 150 43 


150 and under 155 63 
155 and under 160 568 
160 and under 165 64 
165 and under 170 54 
170 and under 175 49 


175 and under 180 46 
180 and under 185 132 89 40 
185 and under 190 122 35 
190 and under 195 110 93 38 
195 and under 200 89 94 32 





200 and under 205 99 2 35 
205 and under 210 73 81 Z 23 
210 and under 215 77 67 22 
215 and under 220 58 64 19 


220 and under 225 61 48 19 





225 and under 230 67 53 23 
230 and under 235 57 36 5 14 
235 and under 240 44 35 12 
240 and under 245 42 27 ll 
245 and under 250 31 25 12 


250 and under 260 80 39 22 
260 and under 270 55 24 17 
270 and under 280 46 i 16 
280 and under 290 40 14 12 
290 and under 300 26 7 9 




















300 and over --.________. 115 28 6 33 1 12 


6 41 9 oe = 
Number of workers .. 5,281 2,399 1,521 3,094 1,284 773 377 
Average hourly earnings $1.54 $1.76 $1.32 $1.86 $1.66 $2.00 $1.83 


' Durable goods include: Ordnance and accessories; lumber and wood products (except furniture); furniture and fixtures 

stone, clay, and glass products; primary metal industries; fabricated metal products (except ordnance, machinery, and trans 

portation equipment); machinery (except electrical); electrical machinery; transportation equipment; instruments and related 

products; and miscellaneous manufacturing industries as defined. Nondurable goods include: Food and kindred products; tot 

manufactures; textile-mill products; apparel and other finished textile products; paper and allied products; printing, publ 

and allied industries; chemicals and allied products; products of petroleum and coal; rubber products; and leather and ! 

products. 
* Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 

See table | for listing of States included in regions. 

* Less than 500 workers. 


Because of rounding, sums of individual items do not necessarily equal totals. 
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Estimated percentage distribution of production workers in Durable and Nondurable-Goods' Manufactor ng 
industries by straight-time average hourly earnings" United States and Regions.’ Ap ‘ 


(ee 
United States Northeast South Middle Weet Far Weet 





—— -4— — — oe —— > - ~ + . 
Durable |Nondurable| Durable |Nondurable| Durable Nondurable) Durable Nondurable|Durat e Nondurable 
goods | goods goods | goods goods goods goods goods goods goode 
-+—-— —-—— ~~ —~+—- + + - 
0.4 ) | 





> 


¢ under 
ander 
under 
d under 


i under 
4 under 
d under 
nd under 
under | 


d under 
under 
d under 
d under | 
i under 


i under 
ander 
ander 

d under 

i under 


¢ under 

under 
d under 
i under 
d under 


d under 

né under 

nd under 
under 290 
ander 300 





ber of workers (in 


ssands 


age hourly earnings* 


See table 3 for listing of durable-and nondurable goods manufacturing industries 
Excludes premium pay for overtime and for work on weekends, holidays, and late shifts 
See table | for listing of States included in regions. 

Less than 0.05 percent. 


ause of rounding, sums of individual items do not necessarily equal | 
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TABLE 5. --Estimated percentage distribution of men production workers in Manufa Industries by straight -time 
average hourly earnings,’ United States and Regions, * April 1954 





















Far West 


eae won 
Tate aes biel eles acedocee ended Sake 


5 


Under 75 ——.__.. omen Sia 0.1 ) ) 0.4 0.4 (*) (*) 
75 and under 80... | 2.0 2.1 a 3 9.0 9.4 0.1 0.1 
80 and under 85 9 3.0 3 6 3.9 13.3 (*) 1 
85 and under 9. |=.) 4.0 5 .0 3.9 17,2 « 2 
90 and under 95. | =—1.2 5.2 9 S 3.7 20.9 a a 
95 and under 100 ___ «0 6.0 5 4 2.6 23.5 ll 4 
100 and under 105 | 1.9 7.9 5 9 5.6 29.1 ‘ 0 4 9 
105 and under 110 | 91.2 9.1 0 .0 3.1 32.2 ‘ a a 1.0 
110 and under 115 | 1.5 10.6 e 6 3.5 35.7 ; 3 2 1.2 
115 and under 120 | = 1.2 + 0 2.6 38.3 ‘ + a 1.4 
120 and under 125 | =1.5 ~ 8 2.9 41.2 8 7. 1.7 


125 and under 130 


e2euwe 2e4 "oe 
=F vrewas oe eeenn 


250 and under 260 
260 and under 270 
270 and under 280 
280 and under 290 
290 and under 300 .__. 


- 


HE 


—— ew 


2eoeon 
onrwe 
~Oos@ 


2eoow 


2.1 -5 3.4 44.6 1. -8 2.5 
130 and under 135 —__. 2.0 6 3.1 47.7 1. -6 3.1 
135 and under 140 ____ 2.3 9 3.0 50.8 1. -9 4.0 
140 and under 145 ___. 2.6 5 3.3 54.1 1. 1.1 5.2 
145 and under 150 _.__. 2.7 6 2.7 56.8 2. 1.2 6.3 
150 and under 155 ___ 4.0 4.8 3.7 3.9 2.1 8.4 
155 and under 160 ____. 3.7 4.7 3.1 3.7 2.0 10.4 
160 and under 165 4.4 5.0 3.1 4.8 3.4 13.8 
165 and under 170 ____ 4.1 4.8 2.7 4.6 3.4 17.2 
170 and under 175 —__. 4.4 4.8 2.6 5.1 4.1 21.4 
175 and under 160 ____. 4.5 50.3 5.0 54.0 2.6 5.0 4.6 26.0 
180 and under 185 _.__. 4.0 54.3 4.0 58.0 2.1 4.6 5.6 31.5 
165 and under 190 ___. 4.9 59.2 4.7 62.7 2.4 5.7 7.5 39.0 
190 and under 195 _____ 4.5 63.7 3.9 66.5 2.2 5.7 6.5 45.5 
195 and under 200 ____. 4.9 68.6 3.6 70.3 2.1 7.2 6.3 51.8 
200 and under 205 ____ 4.2 72.8 3.4 73.6 2.1 5.5 5.9 57.7 
205 and under 210 3.6 76.3 3.2 76.7 2.3 4.0 5.4 63.1 
210 and under 215 ._. 3.1 79.4 2.8 79.5 1.7 3.7 4.4 67.5 
215 and under 220 2.7 82.1 2.5 82.0 1.2 3.0 5.2 2.7 
220 and under 225 2.3 84.4 1.9 84.0 1.3 2.7 4.0 76.7 
225 and under 230 __ 86.6 2.1 66.1 1.3 3.7 80.4 
230 and under 235 88.4 1.6 87.7 1.3 2.5 82.8 
235 and under 240 89.8 1.5 69.1 8 2.3 85.1 
240 and under 245 91.0 1.3 9.4 of 1.7 86.8 
245 and under 250 9.1 1.0 91.4 5 2.2 89.0 

94 

95 

9 

97 

97 


ecwouwo 
<= x o 
Seeks 


sows 
wasewe 
NYeEouw 
orvwoe@ 


. ° 96.7 
300 and over -—....._.__. 3.3 

Total 
Number of workers 3,514, 000 945, 000 
Average hourly earnings’ $1.90 $2.04 

s Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 


See table | for listing of States included in regions. 
Less than 0.05 percent. 


NOTE: Because of rounding, sums of individual items do not necessarily equal 100. 


18 
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ABLE 6. --Estimated percentage distribution of women production workers in Manufacturing lndustries by Ot raight - tiene 
hourly earnings,’ Unites States and Regions,* april ivs4 


se 
average hourly earnings ‘urnuletivell 
mmulative in cents) percent of 
o workers 
0.5 0.5 


Northeast South Middle Weet ! Far West 


umulative|/Percent F-umulativefPercent Pumulative Percent Cumulative 
percent of of percent of of percent of of percent of 
workers [workers | workers jworkers| workers rher 


'rcent of 


workers es 


ottimmeied 0. . 0.2 0.2 i.é 1.6 i 0.1 0 


( 
0 6. 
9 
i4. 
18. 
23. 


a ander 80. 3.7 l4 16.0 

and under 65 a 

and under 90 
under 95. 


i under 100 


hi. 29 
ie, 8 36 
21. D “a 


eeeuu 
eeonren 
eoeuve 


29. 
34. 
40. 
45. 
$i. 


i105 
110 
Ais 
120 
125 


27.5 : 50 
2. $7 
38. 
43. 


4%. 


vrnre 
cece 
nonw 


i130 
135 
140 
145 
150 


56. 
61. 
66. 
70. 
74. 


55 
61. 
66. 


wreuvuw 
sw@owe 
ws eww 


iss 
160 
165 
170 
175 . 


78. 
8i. 
& 

87 


nveew 
ee-a8e 
o-2or 


180 
185 
190 
195 
200 


eee 
oNnrow 
a ee 


205 
210 
215 
220 . 
225 . 


NOONna 


230 
235 
240 
245 


250 





Seses 
coro 
Coane 


BOO ncutsce 
270 .. 
280 

29 

300 


22eoee 
Sooner 
a O4+e@ 
a ed 








I. Ne Nw =- NN we 


= ome x = ot 9 eee ee: 


100. 0 ! 100. 0 
r of workers 3, 065, 000 1, 345, 000 >? ¢ 846, 000 


hourly earnings ' $1.28 $i.31 $i.c $i. % 


Excludes premium pay for overtime and for work on weekends, holidays, and late shifts 
See table | for listing of States included in regions 
Less than 0.05 percent. 


Because of rounding, sums of individual items do not necessarily «¢ 


62569 


Ss ae ee setae a Nie A 
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TABLE |. --Estimated distribution of men production workers in Manufacturing Industries by straight-time average 
hourly earnings, ' United States and Regions, 


April 1954 





seep ety one | 
er ee 


OD SS magenen 


75 and under 60. 
80 and under 65 
85 and under 90... 
90 and under 95 
95 and under 100 


100 and under 105... 
105 and under 110... 
110 and under 115... 
115 and under 120 _ 
120 and under 125 








125 and under 130... 
130 and under 135 
135 and under 140... 
140 and under 145. 
145 and under 150... 





150 and under 155... 
155 and under 160.00. 
160 and under 165... 
165 and under 170... 
170 and under 175 _. 





175 and under 180... 
180 and under 185 __. 
185 and under 190... 
190 and under 195... 
195 and under 200... 





200 and under 205 
205 and under 210 
210 and under 215 
215 and under 220 
220 and under 225... 





225 and under 230.000 
230 and under 235... 
235 and under 240 

240 and under 245 . 
245 and under 250... 





250 and under 260 
260 and under 270... 
270 and under 260... 
280 and under 290 

290 and under 300... 





300 and over _ 





Number of workers _.__._. 
Average hourly earnings ' 
' Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
* See table | for listing of States included in regions. 
> Less than 500 workers. 


NOTE: Because of rounding, sums of individual items do not necessarily equal totals. 
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TABLE 6. --Estimated distribution of women production workers in Manuiacturing Industries by straight- time average 
hourly earnings, ' United States and Regions,’ April 1954 


Far #eon 


' - 
Average hourly earnings u umulativ + [Caumulailve 
(im conte) mumber of number of of number of 
workers |workers| workers | worker workers 


Under 75 nen e ree ee i ° 


75 and under 80... 

60 and under 65... iso 
85 and under 90 197 
90 and under 95 ____. 

95 and under 100... 


100 and under 105... 
105 and under 110... 
110 and under 115. 
115 and under 120... 
120 and under 125 


125 and under 130 — 
130 and under 135... 
135 and under 140... 
140 and under 145... 
145 and under 150... 


150 and under 155 

155 and under 160... 
160 and under 165... 
165 and under 170 = 
170 and under 175... 


175 and under 180... 
180 and under 185... 
185 and under 190... 
190 and under 195... 
195 and under 200... 





200 and under 205... 
205 and under 210 _ 

210 and under 215... 
215 and under 220 

220 and under 225... 


ven eo 


225 and under 230... 
230 and under 235. 
235 and under 240... 
240 and under 245... 
245 and under 250.00 


250 and under 260... 
260 and under 270... 
270 and under 280... 
260 and under 290... 
290 and under 300.000 


-wwew 
——e oN 


2 NUN w se 


300 and over a 
Number of workers _..._. 


Average hourly earnings ' 


' Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 


* See table | for listing of States included in regions. 
* Lees than 500 workers. 


NOTE: Because of rounding, sume of individual items do not necessarily equal totals. 
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TABLE 9. --Estimated distribution of men and women production workers in Durable-Goods * Manufacturing Industries 
by straight-time average hourly earnings, * United States and Regions,’ April 1954 







































Average hourly earnings* 
(in cents) 





100 and under 105 - 
105 and under 1! 
110 and under 115 ~ 
115 and under 120 

120 and under 125 


eouwww 


125 and under 130 — 
130 and under 135 
135 and under 140 
140 and under 145 
145 and under 150 


wwe ee 


150 and under 155 
155 and under 160 
160 and under 165 
165 and under 170 - 
170 and under 175 


-Newu 


175 and under 180 
180 and under 185 
185 and under 190 
190 and under 195 
195 and under 200 


7 


200 and under 205 
205 and under 210 
210 and under 215 
215 and under 220 
220 and under 225 


225 and under 230 
230 and under 235 
235 and under 240 
240 and under 245 
245 and under 250 


250 and under 260 
260 and under 270 
270 and under 280 
280 and under 29 
290 and under 300 _. 









ee 







Number of workers -——_.__.______. 


‘ 41 ‘ 

2,633 445 683 
Average hourly earnings’ —.___ $1.92 | $1.46 [$2.05 
See table 3 for listing of durable-goods manufacturing industries. 


Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
See table 1 for listing of States included in regions. 
Less than 500 workers. 


NOTE: Because of rounding, sums of individual items do not necessarily equal totals. 


22 


West 


2042 VANE eNHeEN 


Vera 


EOP IF £24827 VENYNW eaNNeW 


See ee 
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TABLE 10.--Estimated percentage distribution of men and women production workers in Durable-Goods ' Manufacturing ladustries 
by straight-time average hourly earnings, * United States and Regions * april 1954 


Average hourly earnings® Northeast South Middle Weer Far West 


oa [itn [women tn [women] re [ women] tre [women] ten [ women 
(*) : (*) 


Under 75 ————_____— (*) (*) (*) 


w 


7S and under 60 
60 and under 85 ._._._.__._ 
85 and under 90 

90 and under 95 -—...._ 

95 and under 100 _....___. 


velewor 
Nhe 
2evee 


100 and under 
105 and under 
110 and under 
115 and under 
120 and under 


~-@eoocw 
aeeue 
ocouwn 


125 and under 
130 and under 
135 and under 
140 and under 
145 and under 


veroun 
FREorw 


Nee 
~-aenwea 


150 and under 
155 and under 
160 and under 
165 and under 
170 and under 


eeeue 
euws5ew 
vwewew 
ooecvec® 


175 and under 
180 and under 
185 and under 
190 and under 
195 and under 


Cnnew 
NN@WwOoO 
~~ wh 
-~onwe 


200 and under 

205 and under 210 __ 
210 and under 215... 
215 and under 220 - 
220 and under 225... 


vucwer 


Newew 
owws. eo 


225 and under 230 
230 and under 235 
235 and under 240 
240 and under 245 ._ 
245 and under 250 .. 


ee eh 


wn aoe 
—— me Nw 


250 and under 260 ..___ 
260 and under 270... 
270 and under 280 __ 
260 and under 

290 and under 


at 
eoanwo 


( 
( 
{ 
{ 


+ 


| ee 


) i. . 2 


BOE mete rree cc eenewcceweseceras 100.0 100.0 100.0 100.0 100.0 100.0 


92 2,633 445 
$1.18 ($1.92 


See table 3 for listing of durable-goods manufacturing industries. 

Exclude premium pay for overtime and for work on weekends, holidays, and late shifts. 
See table | for listing of States included in regions. 

Less than 0.05 percent. 


Because of rounding, sume of individual iterms do not necessarily equal 100 
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TABLE |}. --Estimated distribution of men and women production workers in Nondurable-Goods' Manufacturing Industries 
by straight-time average hourly earnings,* United States and Regions. * April 1954 


Average hourly earnings ® 
(in cents) 


Under 75 


75 and under 80 ____ 
80 and under 85 

85 and under 90 

90 and under 95 . 
95 and under 100 - 


100 and under 105 _ 
105 and under 110 _. 
110 and under 115 . 
115 and under 120 _ 
120 and under 125 


2uvews 


125 and under 130 - 
130 and under 135 _ 
135 and under 140 _ 
140 and under 145 - 
145 and under 150 _ 


Cre @ 


150 and under 155 _...__. 
155 and under 160 __. 
160 and under 165 _ 
165 and under 170 

170 and under 175 


ewe e 


175 and under 180 _ 
180 and under 185 _ 
185 and under 190 ___. 
190 and under 195 __. 
195 and under 200 


-—New 


200 and under 205 _. 
205 and under 210 _..__. 
210 and under 215 _... 
215 and under 220 _. 
220 and under 225 _.__ 


225 and under 230 . 
230 and under 235 _...___. 
235 and under 240 _ 
240 and under 245 _.._____ 
245 and under 250 - 





250 and under 260 - 
260 and under 270 
270 and under 280 ___. 
280 and under 290 _. 
290 and under 300 _ 


300 and over .......... 
Number of workers 


Average hourly earnings °. 





See table 3 for listing of nondurable-goods manufacturing industries. 

Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
See table | for listing of States included in regions. 

Less than 500 workers 


a 


NOTE: Because of rounding, sums of individual items do not necessarily equal totals. 
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TABLE 12. --Estimated percentage distribution of men and women production workers in Nondurabie-Goods' Manulac (uring 
Industries by etraight-time average hourly earnings.’ United States and Regions,’ April 19% 


Average hourly ea rnings* 


United States Northeast Middie Weet 
(in cents) : . ee as 


| women Men rome 


Under 75 . 


Nn 


e o.3 
75 and under 60 __._. 
80 and under 65 _.. 
85 and under 90 _.. 


90 and under 95 _... 
95 and under 100 


eoven 


100 and under 105 ......._... 
105 and under 110 —....... 
110 and under 115 - 

115 and under 120 

120 and under 125 


eouvn- 


125 and under 130 
130 and under 135 
135 and under 140 __. 
140 and under 145 
145 and ander 150 


cxanee 





150 end under 155 
155 and under 160 
160 and under 165 
165 and under 170 
170 and under 175 


sae 


175 and under 180 
180 and under 185 
185 and under 190 
190 and under 195 
195 and under 200 


eonwe 


200 and under 205 
205 and under 210 _. 
210 and under 215 
215 and under 220 
220 and under 225 


aor on 


225 and under 230 _ 
230 and under 235 
235 and under 240 
240 and under 245 
24£ and under 250 


enue s 


250 and under 260 
260 and under 270 
270 and under 280 _.... 
280 and under 290 .. 
290 and under 300 _ 


300 and over 
BORE ccesenccate 
Number of workere (in thousands) 
Average hourly earnings*® 
See table 3 for listing of nondurable goods-manufacturing industries. 
Excludes premium pay for overtime and for work on weekends, holidays, and late shifts 
See table | for listing of State® included in regions. 


Less than 0, 05 percent 


Because of rounding, sume of individual items do not necessarily equal 100. 
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TABLE 13. --Estimated percentage distribution of production workers in selected Manufacturing Industry Groups ‘ 
by straight-time average hourly earnings,’ United States and Regions,’ April 1954 































Food and kindred products aenaee 
Average hourly earnings * aaaaee 
(in cents) cet ara penatiniaaeenet ‘ — 

United Middle Far United 

States Mustheage South West West States 

Re TD cee nencqrciedscnntionsisscncmtinindenass 1.2 0.1 4.5 0.1 0.2 0.4 
4.8 1.2 15.6 1.6 1.2 5.5 

2.0 7 6.2 9 4 3.5 

65 and under 90 __. 3.3 1.2 8.1 1.8 2.6 3.5 
90 and under 95... 2.7 3.0 5.6 a 8 5.2 
95 and under 100 . 2.7 1.9 4.2 | 1.3 1.4 

' 

100 and under 4.3 3.4 7.1 3.9 a 3.1 
105 and under 2.9 3.7 4.3 2.1 1.3 5.7 
110 and under 3.3 3.8 3.7 3.2 2.2 4.3 
115 and under 2.5 3.7 2.8 2.0 1.4 2.5 
120 and under 3.5 4.7 3.9 2.5 3.7 il.t 
125 and under 3.6 4.0 4.3 3.1 3.0 10.0 
130 and under 3.8 4.3 3.6 2.7 6.5 4.8 
135 and under 3.3 4.4 2.3 3.6 2.1 6.0 
140 and under 3.3 4.7 3.1 2.8 2.3 3.2 
145 and under 3.9 5.6 2.2 3.9 3.6 3.9 
150 and under 10.5 9.0 5.5 14.7 9.6 8.9 
160 and under 9.3 9.3 3.3 13.1 9.0 6.5 
170 and under 6.9 7,7 2.5 8.5 8.3 3.6 
160 and under 5.6 5.7 2.9 5.5 10.2 i.3 
190 and under 4.0 4.4 1.3 4.4 6.9 .8 
200 and under 3.5 3.3 1.2 4.6 4.7 1.4 
210 and under 2.1 1.7 5 2.9 3.5 -6 
220 and under 2.0 1.4 4 2.7 3.6 +2 
230 and under 1.6 1.1 2 2.0 3.8 2 
240 and under | -6 -2 9 2.6 a 
250 and under -6 -6 l of 1.3 -1 
260 and under 1.0 3.4 1 3 5 *) 
270 and under 4 .6 (*) 4 5 1 
280 and under 2 2 (*) 3 3 ¢) 
290 and under 1 3 (*) aa 1 (*) 
PIED nciiruicticutanninimeninuticimmbintate 5 7 4 2 5 . -5 (*) 
ee ee 100.0 100.0 alk 100.0 100.0 a" 100.0 100.0 
Number of workers (in thousands) __.___. 1,011 242 241 393 137 82 
Average hourly earnings * $1.48 $1.55 $1.13 $1.58 $1.67 $1.27 


See footnotes at end of table. 
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TABLE |3.--Eetimated percentage distribution of production workers im selected Manufacturing Industry Croupe 
by straight-time average hourly earnings,* United States and Regions,’ April 1954 - Continued 


Textile mill products; apperel and other Lumber end wood products 
finished texte products furniture and fistures 


Average hourly earnings’ 
(in comnts) — — —ee + —r 
United | Middle | Far 


States’ Heocthoast South | Wee Wen 


era : 


and under 65 
65 and under 90 _ 


eeu 


00 and under 
105 and under 
10 and under 
5 and under 
0 and under 


euereon 


2 


125 and under 
130 and under 
135 and under 
140 and under 
ee 


wwtev 


50 and under 160_. 
160 and under 170 
170 and under 180_. 
160 and under 190 _ 
190 and under 200.. 


~Nw eo 


200 and under 210... 
210 and under 220.. 
220 and under 230... 
230 and under 240... 
240 and under 


250 and under 260 
260 and under 270 
270 and under 

280 and under 290. 
290 and under 300. 





300 and over 


Number of workers 
in thousands) —......_................ = 


Average hourly earnings * 





See footnotes at end of table. 
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TABLE 1}. --Eetimated percentage distribution of production workers in selected Manufacturing Industry Groups . 
by straight-time average hourly earnings,* United States and Regions,’ April 1954 - Continued 


Paper and allied products; printing, publishing, 
and allied industries 


Average hourly earnings* 
(in cents) 


Chemicals and allied products; 
products of petroleum and coal 

















































Far 











Middle Far United North- South Middle 
West West States east West West 
*) (*) 0.1 (*) - (*) (*) °*) 
75 and under 60____ 1.5 1.2 1.6 0.4 1.4 0.2 3.2 0.8 
60 and under 85 8 1.0 4 (*) 7 .3 1.6 -1 - 
85 and under 90____ 7 1.3 1.0 i 1.0 2 2.6 ¢) 
90 and under 95... 4 1.5 i.1 i i.3 2 3.2 -5 : 
95 and under 100 __ 3 1.5 1.2 - -7 6 1.2 -6 
100 and under 105.0. 4 2. 2.3 1.4 1.2 -6 2.2 1.0 (*) 
105 and under 110 __ 9 2. 2.0 5 -6 9 6 5 
110 and under 115 __ . 4 2 2.0 7 1.1 1.0 1.7 8 - 
115 and under 120 _ = 2 2. 1.9 9 i.3 1.0 2.4 -7 0.1 
120 and under 125 _. 5 2. 2.3 1.2 1.1 7 1.0 1.8 
125 and under 130... .4 3. 2.9 2.3 1.6 2.1 1.3 1.8 .8 
130 and under 135 __ 4 3. 3.3 1.8 2.0 3.5 1.5 i.5 2 
135 and under 140 __ .7 4. 3.5 2.8 2.2 2.7 2.1 i.6 1.9 
140 and under .5 4. 3.7 1.4 2.1 2.7 2.3 1.5 -7 
145 and under 4 5. 3.9 1.9 3.1 4.2 2.8 2.8 3 
150 and under -8 9. 9.5 4.1 7.1 10.3 6.0 6.6 2.9 
160 and under 0 7. 8.0 3.4 9.0 10.6 6.9 11.9 3.7 
170 and under 0 5. 7.5 4.9 8.8 10.6 6.0 10.9 7.6 
180 and under -1 3. 5.0 12.2 9.2 11.2 6.2 11.0 9.6 
190 and under $ 2- 4.0 6.6 8.4 6.8 6.1 12.6 10.4 
200 and under -3 2. 4.1 5.0 6.7 7.4 5.1 6.1 12.4 
210 and under i 2. 2.5 3.0 6.9 6.1 6.9 5.9 12.0 
220 and under -l 2. 2.6 6.7 5.5 4.0 6.0 4.7 10.7 
230 and under -4 3. 1.5 2.6 5.4 2.3 7.5 3.6 11.8 
240 and under .8 2. 1.5 2.2 3.7 2.4 4.2 3.5 6.0 
250 and under -2 2. 1.6 4.1 4.3 3.0 5.8 3.6 4.1 
260 and under -0 1. 2.4 3.9 1.6 1.8 2.1 .8 1.8 
270 and under -7 1. 2.8 6.1 9 7? .8 1.5 -2 
280 and under 9 2. 2.9 6.7 3 sv 1 3 -1 
290 and under 9 2. 2.2 2.5 3 3 3 2 *) 
| 7.7 8. .6 aaa 7 3 2 -—_ 
C—O .o 100. .0 100.0 100.0 100.0 100.0 100.0 
Number of workers 
(im thousands) _....____ a 168 83 710 211 251 180 67 
Average hourly earnings * $1.67 - 16 $1.83 $1.81 $1.78 $1.84 $2. 06 








See footnotes at end of table. 
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TABLE 13. --Estimated percentage distribution of production workers in selected Manulacter Industry Groups ' 
by straight-time average hourly earnings, * United States and Regions,’ April 1954 - Continued 


Primary metal industries, fabricated meta: 
Leather and leather products products (except ordnance, machinery, 
Average bourly earnings* 
(in cente) 


Co 
oO 
_ 


oowenew 
vnoeve 
- 
wenen 
enw aN 
venrce 


100 and under 
195 and under 
170 and under 
115 and under 
120 and under 


wwetu & ores 


weeee 
enn em 
vee 
weeere 
nweoouwe 
2eece 
-~L2ece 
wewreo 


125 and under 
130 and under 
135 and under 
140 and under 
145 and under 


vewewe se 
oevoean 
weewws 
owene 
nNnweew 
eeu 
nvenve 
~neeoe 
-Fone 
weve 
e2eee~ 


150 and under 
160 and under 
170 and under 
180 and under 
190 and under 


neeove 
e2ovwe 
-———w & 


ovenw 
“2e2eo- 
eoeeeo0 
oeefee~e 
oe-<«e 


200 and under 
210 and under 
220 and under 
230 and under 
240 and under 


—-——— Nw 
-———Nw ew vneevre 


~V ew & 
—oee¢ 
eevee eerwe~ 


ervoev 


250 and under 
260 and under 
270 and under 
280 and under 
290 and under 


~weren 
~~ ane 
~—N we & 
vewce 
aexcoe 
wwetve 
eecovo 


3. 


~eeeonw 
we noe 
o*-ce 
r CHeer C280" Hur £8OE~ 


~ 
o 
n 


Number of workers (in thousands) “ 1,831 665 
Average hourly earnings* $1.35 $1.86 | $1.82 $1.72 


See footnotes at end of table. 
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TABLE 1|3.--Estimated percentage distribution of production workers in selected Manufacturing Industry Groups ' 
by straight-time average hourly earnings,* United States and Regions,’ April 1954 - Continued 


is 
instrument — 
ranspor- and laneous 
Machinery (except electrical) tation acieend manufac - 
Average hourly earnings* : equipment turing 


oduc 
(in cents) - el 


United 
| States 
ee Wi is ccertpneeceenescecemtenn 





(¢ 


75 and under 80 __. 
60 and under 85 _ 
85 and under 90 _ 
90 and under 95 ____. 
95 and under 100 







0. 





100 and under 105... 
105 and under 110__ 
110 and under 115 — 
115 and under 120 — 
120 and under 125... 










125 and under 
130 and under 
135 and under 
140 and under 
145 and under 


150 and under 
160 and under 
170 and under 
180 and under 
190 and under 





200 and under 
210 and under 
220 and under 
230 and under 
240 and under 


“o¢ 


oes 


250 and under 
260 and under 
270 and under 
280 and under 
290 and under 300... 


wwe 








300 and over... 





EN 


Number of workers 
(in thousands) - 





Average hourly earnings * _._ 








* The following industry groups were excluded: Ordnance; rubber products; stone, clay, and glass products; and electrical 


machinery. These groups are not included in the "miscellaneous manufacturing industries" group 
* Excludes premium pay for overtime and for work on weekends, holidays, and late shifts 

See table | for listing of States included in regions 

Less than 0.05 percent 

Includes data for regions in addition to those shown separately 


NOTE: Because of rounding, sums of individual items do not necessarily equa! 100 
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TABLE 14. --Number and straight-time average hourly earnings’ of production workers in Manufacturing industries 
by sex and selected industry groups, United States and Regione * april 1954 


Middle Weet Far Weert 
nber verage N 


Manufacturing: 


Production workers’ —. 


Nondurable Goods: * 


Production workers*® — - 


Selected Industry Groups 


Food and kindred proaucts ~~. 

Tobacco manufactures —~ 

Textiles and apparel 

Lun.ber and furniture — 

Paper and printing -.... 

Chemicals and petroleum ... . 

Leather and leather products —.... 

Primary metals and fabricated 
metal products 

Machinery (except electrical) 

Transportation equipment .... 

Instruments and related products_. 

Miscellaneous manufacturing 
Oe 


Excludes premium pay for overtime and for work on weekends, holidays, and late shifts 
See table | for listing of states included in regions. 

Includes some workers for whom sex designation was not obtained. 

See table 3 for listing of durable-and nondurable-goods manufacturing industries 

Not available. 
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APPENDIX 


Scope and Method of Study 





The survey relates to all establishments primarily engaged in manufacturing.’ The 
earnings data on which this report is based relate only to production workers. Itis for this 
category of workers for which earnings data also are shown in the monthly Houre and Earnings 
Series prepared by the Bureau of Labor Statistics. Office workers and executive, profes- 
sional, and technical personnel are not included (see definition of production workers, p. 33)- 


Collection of data.—Two sources of primary data were used in preparing these 
estimates. Where recent industry wage surveys of the Bureau of Labor Statistics were 
available, data from such surveys—adjusted for subsequent general wage and employment 
changes—-were incorporated into these overall estimates. The largest industries, in terms 
of employment, for which such surveys were available, included the basic iron and steel and 
motor vehicle industries. The most important of the relatively low-wage industries was 
southern lumber, surveyed in 1953. Industries included on this basis account for about 30 
percent of the total manufacturing employment. 


For industries not covered by such surveys, questionhaires were sent, or visits by 
Bureau representatives were made, to about 5,100 establishments. Persona! visits were 
generally confined to larger establishments and to those not replying to the mail question- 
naire. From these 5,100 establishments the Bureau obtained usable schedules for 4,100 
establishments employing 1,500,000 production workers. 


Sampling aud estimation. — The 4,100 establishments which furnished payroll informa- 
tion as of April 1954 for this comprehensive survey represent a carefully selected sample. 
Separate samples were selected for each region. Relatively more intensive sampling was 


done of establishments in the lower wage industries and regions in view of the importance 


for public policy of accurately determining the numbers of workers at the lower earnings 
levels. 


In the estimating procedure each establishment was given its appropriate weight rela- 
tive to the industry group and region from which it was selected. The proportions of total 
employment in each earnings class in each industry in each region were applied to total pro- 
duction worker employment in the industry as regularly compiled by the Bureau and reported 
in its monthly employment series. The breakdown of the latter totals into regional com- 
ponents was accomplished by prorating on the basis of industry-State totals available from 
unemployment compensation sources, supplemented by data published by the Social Security 
Administration under the Old Age and Survivors Insurance Program (County Business Patterns). 


Definitions 


Average hourly earnings.—For purposes of this study, earnings data relate to 
straight-time earnings, excluding premium pay for overtime and for work on weekends, holi- 
days, and late shifts. Incentive payments, such as those resulting from piecework or pro- 


duction bonus systems, and cost-of-living bonuses were included as part of the workers' 


regular pay; but nonproduction bonus payments, such as Christmas or year-end bonuses, 
were excluded. 


The averages published in this study are the averages of individual worker's earnings 
obtained by dividing total individual hourly earnings by the number of workers represented 
in that total. 


' As defined in Volume I, Part 1, of the Standard Industrial Classification Manual (No- 


vember 1945 edition) prepared by the Bureau of the Budget, manufacturing industries include 
“those establishments engaged in the mechanical or chemical transformation of inorganic 
or organic substances into new products and usually described as plants, factories, or mills, 
which characteristically use power-driven machines and materials-handling equipment." 

A number of industry surveys related to dates approximating the April 1954 period 
so that it was possible to incorporate their data into he broader study without any adjust- 
ment. Among these were the structural clay products, dress shirts, household furniture, 
and leather tanning and finishing surveys. 
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Durable-goode industries. —This group includes: Ordnance and accessories, lumber 
and wood products (except furniture); furniture and fixtures; stone, clay, and glass products 
primary metal industries; fabricated metal products (except ordnance, machinery, and trans- 


portation equipment); machinery (except electrical); electrical machinery; transportation equip- 
ment; instruments and related products; and miscellaneous manufacturing industries as defined. 


-—~-This group includes: Food and kindred products; 

products; appare! and other finished textile products, paper 

and allied products; printing, publishing, and allied industries; chemicals and allied products; 
products of petroleum and coal; rubber products; and leather and leather products. 


Production workers.—-The term, “production worker", as used in this study, includes 
working foremen and all nonsupervisory workers (including leadmen and trainees) engaged in 
fabricating, processing, assembling, inspection, receiving, storage, handling, packing, ware- 
housing, shipping, maintenance, repair, janitorial, watchmen services, product development, 
auxiliary production for plant's own use (e.g., power plant), and recordkeeping and other 
services closely associated with the above production operations. 


Regions.——-The regions used in this study include: Northeast—Connecticut, Maine 
Massachusetts, New Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, and 
Vermont; South—Alabama, Arkansas, Delaware, District of Columbia, Florida, Georgia 
Kentucky, Louisiana, Maryland, Mississippi, North Carolina, Oklahoma, South Carolina, 
Tennessee, Texas, Virginia, and West Virginia; Middle West—llinois, Indiana, lowa, Kansas, 
Michigan, Minnesota, Missouri, Nebraska, North Dakota, Ohio, South Dakota, and Wisconsin; 
Far West—Arizona, California, Colorado, Idaho, Montana, Nevada, New Mexico, Oregon, 

° ashington, and Wyoming. 
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Wage Surveys in Manufacturing Industries 


Wage Structure Reports provide distributions of earnings for production workers 
in particular industries. The more recent studies are listed below. Single 
copies are furnished without cost as long as a supply is available. Write to 
Bureau of Labor Statistics, U.S. Department of Labor, Washington 25, D. C. 
or any of its regional offices. 


Candy and Other Confectionery, 1953 

Converted Paper Products, 1953 

Cotton Garments (Work Clothing only), 1953 - BLS Report No. 51 

Distilled Liquors, 1952 - Series 2, No. 88 

Dress Shirts and Nightwear, Men's and Boys', 1954 - BLS 
Report No. 74 

Footwear, 1953 - BLS Report No. 46 

Furniture, Household, 1954 - BLS Report No. 76 

Hosiery, 1952 - BLS Report No. 34 

Leather Tanning and Finishing, 1954 - BLS Report No. 80 

Lumber, Southern, 1953 - BLS Report No. 45 

Lumber, West Coast, 1952 - BLS Report No. 7 

Pulp, Paper, and Paperboard, 1952 - Series 2, No. 91 

Railroad Cars, 1952 - Series 2, No. 86 

Structural Clay Products, 1954 - BLS Report No. 77 

*Textiles, Cotton and Synthetic, 1952 - Series 2, No. 89 

Textiles, Miscellaneous, 1953 - BLS Report No. 56 

Textiles, Woolen and Worsted, 1952 - Series 2, No. 90 





* Similar studies in these industries, relating to late 1954, will be avail- 
able in the spring of 1955. 
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Exuisit C 


ESTIMATES OF THE IMPACT OF 85-CENT, 90-CENT, $1, AND $1.25 MINIMUM-WAGE RATES 
IN COVERED INDUSTRIES 


A total of 1.3 million wage and salary workers earn less than 90 cents an hour, 
and would receive wage increases if the Fair Labor Standards Act were amended 
to raise the level of the minimum hourly wage to 90 cents. These workers con 
stitute 5 percent of the 24 million workers subject to the Fair Labor Standards 
Act. One million workers are employed in manufacturing and 300,000 in non 
manufacturing. If the minimum wage were increased to 90 cents, the $82 billion 
wage bill of covered industries would go up by $220 million, an increase of three 
tentns of 1 percent. This would result from raising the wages of low-paid work 
ers, earning less than 90 cents, to that level. 

The number of workers subject to the act who are paid less than $1 is 2.1 
million, and the number paid less than $1.25 is about 5 million. 

The above estimates refer to covered employment in September 1953, and are 
derived in part from a survey made by the Bureau of Labor Statistics of straight 
time average hourly earnings of production workers in factories, in April 1954 
The survey showed that 817,000 production workers in manufacturing were 
earning less than 90 cents an hour in April 1954. The employment figures derived 
from the survey differ from the estimates of covered employment in a number of 
ways. The survey included, on the one hand, some employees who were not 
engaged in interstate commerce or in producing goods for commerce, and who 
are, therefore, not protected by the Fair Labor Standards Act. On the other 
hand, the survey did not include office and sales workers and other nonproduc- 
tion employees who are subject to the act. Also, the survey data make no allow 
ance for factory workers in seasonal industries who were not employed during 
the April period. Furthermore, the level of employment in nonseasonal indus- 
tries was somewhat lower in April 1954 than in September 1953. 

The estimated percentage distribution by hourly earnings of production work- 
ers is a reasonable approximation of the distribution for all covered workers. 
Accordingly, the percentages derived from the Bureau of Labor Statistics survey 
have been applied to estimates of covered employment in each industry group 

The following tables are included in this exhibit: 

Table C—1. Estimates of the number of wage and salary workers earning less 
than 85 cents, 90 cents, $1, and $1.25 and the direct increase in annual wage bill 
resulting from these minimum wage rates. 

Table C-2. Estimates of the percent of production workers in manufacturing, 
earning less than 85 cents, 90 cents, $1, and $1.25, United States and regions, 
April 1954. 

Table C-3. Estimates of the percent of production workers in durable and non- 
durable goods manufacturing industries earning less than 85 cents, 90 cents, $1, 
and $1.25 an hour, United States and regions, April 1954. 

Table C—4. Estimates of the percent of men and women production workers 
in manufacturing industries earning less than 8&5 cents, 90 cents, $1, and $1.25 
an hour, United States and regions, April 1954. 

Table C-—5. Percentages of workers earning less than specified amounts per 
hour in selected manufacturing industries, April 1954. 

Table C-6. Estimates of the percent of production workers earning less than 
85 cents, 90 cents, $1, and $1.25 an hour, and the percent direct increase in the 
wage bill resulting from these minimum wage rates in recently surveyed low- 
wage industries, United States. 

Table C—7. Estimates of the percent of production workers earning less than 
85 cents, 90 cents, $1, and $1.25 and the percent direct increase in the wage bill 
resulting from these minimum wage rates in recently surveyed low-wage indus- 
tries, southern States. 

Table C-8. Percent of workers in specified branches of the communications in- 
dustry earning less than 90 cents, $1, and $1.25, October 1953. 


62569 
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TasBLe C-1.—Hstimates of the number of wage and salary workers earning less 
than 85 cents, 90 cents, $1, and $1.25, and the direct increase in annual wage 


bill resulting from these minimum wage rates 


Specified minimum wage rate 


All workers subject to the act: 


Total 
Under 85 cents 
Under 90 cents 
Under $1 


Under $1.25 Sih 


$1.25 and over-- 


Manufacturing workers subject to the act: 


Total 
Under 8F cents 
Under 9 cents 
Under $1- 
Under $1.25 
$1.25 and over 


Employees earning less than 
specified amounts 


Number ! 


Thousands 
24, 000 
850 
1, 300 
2, 100 
5, 000 
19, 000 


15, 500 
700 
1, 000 
1, 600 
3, 500 
12, 000 
| 


Percent of 
total employ- 
ment 


100 
3. 
5. 
8 


20. 
79. 


—co-e Oe 


100. 0 
4.6 
6.5 

10.2 

22.4 


77.6 


Direct increase in annual 
wage bill 


Amount 


Millions of 
dollars 

82, 000 

110 

220 

560 

2, 300 

79, 700 

52, 000 

85 

70 

430 

1, 710 

50, 290 


Percent of 
total wage 
bill 


100.0 


nN 
to Ws co 


100 


“10 Pwr 


€ 


' Employment levels as of September 1953 were used as the hase for these estimates. 


TABLE C—2.—Estimates of the percent of production workers in manufacturing 
earning less than 85 cents, 90 cents, $1, and $1.25, United States and regions, 
April 1954 


Percentage of production workers 


Straight-time average hourly earnings 





United . North- | Middle | Far 

States South east West West 
Under 85 cents 4.6 15.5 2.5 1.3 0.5 
Under 90 cents i 6.5 20.2 4.1 2.3 1.1 
Under $1-__-. — . Ss ‘ 10. 2 28.2 8.0 4.1 1.8 
Under $1.25_-- 22.4 50.0 21.4 11.5 6.3 
$1.25 and over __- 77.6 50.0 78.6 88.5 93. 7 
Average hourly earnings-_- $1. 68 , $1.36 ‘$1. 67 Ee $1. 80 _ $1. 94 


TABLE C-3.—Estimates of the percent of production workers in durable and non- 
durable goods manufacturing industries earning less than 85 cents, 90 cents, 
$1, and $1.25 an hour, United States and regions, April 1954 


Percentage of production workers 

















Straight-time average United States South Northeast Middle West Far West 
hourly earnings cnn fen —— —— — 

Non- Non- Non- Non- Non- 

; ~~ dur- i — dur- i _— dur- i — dur- ae dur- 

Oe i. ahle-ipt | cebte:| Ss) ‘abke (OF | eble”| 7 able 
Under 85 cents 3.1 6.5 19.0 13.1 0.8 4.4 0.3 3.8 (‘) 1.6 
Under 90 cents- 4.1 9.7 23.6 17.9 1.4 7.2 0.7 5.9 0.1 3.2 
Under $1 6.1 15.7 29. 5 27.2 3.8 12.7 1.5 i0. 2 0.3 4.8 
Under $1.25 -- 13.3 35.0 43.5 54.3 12.6 31.3 6.2 24.2 2.4 14.3 
$1.25 and over 86.7 | 65.0) 56.5) 45.7 87.4 68.7)| 93.8 75.8)! 97.6 85.7 
Average hourly earnings..... $1.78 | $1.54 | $1.41 $1.32 $1.76 $1.57 | $1.86 $1.66 | $2.00 $1. 83 


| Less than 0.05 percent. 
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TaBLeE C-4.—Estimates of the percent of men and women production workers in 
manufacturing industries earning lesa than 85 cents, 90 cents, and $1 and $1.25 
an hour, United States and regions, April 1954 


a hearty United States South Northeast Middle West Far West 


Percentage of production workers 


Women 


Men | Women| Men | Women| Men | Women| Men | Women, Men 


Under 85 cents 
Under 90 cents. __ 
Under $1.00____- 


22.3 0.6 7.0 0 
29.3 1.0 11.4 


~ 
noe 
° 


ees ; 42.1) 24] 21.2) 23 
Under $1.26......... : | 13. .0';41.2!) 76.0); 98 49.1 4 
24.0('902) 509) 95: 


Average hourly earnings. _. $1. 80 | ; 4 $1.08 |$1.83 


= 
anew 
en~nen- 


$1.25 and over__- 


2 
3 | s_ 


8 
= 


$1.31 $1.90 


TABLE C—5.—Percentages of workers carning less than specified amounts per hour 
in selected manufacturing industrics, April 1954 


The attached tabulation was prepared in the Bureau of Labor Statistics from 
data collected in a broad survey of straight-time hourly earnings of factory 
workers in the United States. 

The scope and method of study are provided in the appendix to Bureau of 
Labor Statistics bulletin No. 1179, “Factory Workers’ Earnings: Distributions by 
Straight-Time Hourly Earnings, April 1954,” the full report on this study. 

The industrial categories in the table correspond to the 2-digit major groups 
and 3-digit industry groups as defined in the Standard Industrial Classification 
Manual, volume I, Manufacturing Industries (November 1945 edition), as pre- 
pared by the Bureau of the Budget. It should be noted that it was not possiMe to 
provide estimates for all major groups and industry groups in manufacturing 
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hour’ in selected manufacturing industries, April 1954 
Total Estimated percentage with hourly 
produc- earnings under— 
tion ar ais ‘i 
Industry waster j 
—- 80 cents | 85 cents | 90 cents $1 $1.25 
Thou- 
sands 
All manufacturing ? 12, 590 3.0 4.6 6.5 10.2 22.4 
Ordnance and accessories ? 137 ; (3) F @) (3) | (3) “1.9 
Food and kindred products 1,011 6.0 8.0 | 11.3 16.7 33.2 
Dairy products___ | 80 7.9 9.7 | 11.4 16.7 36.1 
Canning and preserving fruits, vege- 
tables, and seafoods Te 135 | 12.3 17.0 | 23.8 | 32.0 | 53.7 
Grain- mill products 81 4.9 | 6.7 | 10.5 15. 4 | 32.1 
Bakery products. 174 | 3.6 4.8 | 6.9 | 10.8 27.4 
Confectionery and related products. 62 3.7 6.6 10.5 22.2 57.0 
Beverage industries _- ; 117 | 8.1 10.0 | 12.2 14.4 22.2 
Miscellaneous food preparations and | | | 
kindred products - 9& 11.0 13.7 | 19.3 28.2 54.7 
2 = = = == ————_—_SS=E_-_WoO'"hDHSOVWOw | 
Tobacco manufactures ? 82 5.9 | 9.4 | 12.9 21.5 | 48,2 
Cigarettes _ __ 2; (3) ;} @) 7.2 
Tobacco stemming and redrying- 4 35. 9 54.5 | 67.9 78. 4 | 85. 2 
Textile mill products?...................| 979 2.1 | 3.9 | 66| 146 50.0 
| __——$$$a$_ |] |] — | 
Textiles, yarn and broadwoven goods. | 571 .6 | 1.6 3.9 12.2 56.3 
Knitting mills. 192 | 8.0 | 13.1 | 17.9 | 30. 4 59.7 
Dyeing and finishing textiles (except 
knit goods).._.._..._._- ; 77 | (3) @) } (?) 2.3 | 16.2 
Miscellaneous textile goods 54 2.1 3.7 | 6.4 12.3 | 37.3 
Apparel and other finished products made | | £ RY 
from fabrics and similar materials ?--__- 1, 030 9.6 14.3 | 2.8 30.9 | 55.5 
Men’s, youths’, and boys’ suits, coats | 
SR ID cn nccipmanrecestensiuss 110 2.0 3.3 | 5.6 | 10.0 | 31.4 
Men’s, youths’, and boys’ furnishings, | 
work clothing, and allied garments - 268 | 19.2 | 26. 7 35.9 49.2 | 74.3 
Women’s and misses’ outerwear -____- 314 5.9 9.0 14. 5 | 22.7 5.0 
Women’s, misses’, children’s and in- | | | 
fants’ undergarments. - .-__-..-....-.-- a 6.7 12.7 20. 6 | 33. 6 64.4 
Children’s and infants’ outerwear-_-- 63 | 10. 9 15.2 20. 6 | 32.0 61.7 
we oods and miscellaneous apparel 
aE aa | 57 8.0 13.8 | 21.5 33. 6 59. 2 
Lumber and wood products (except furni- | em ig oy 
Ry eta chlor ween 649 | 19.4 26.8 32.2) 38.8 | 53.0 
Logging camps and logging contrac- | | 
SI th iret ails nbahameeraa nab bide 90 | 7.4 14.6 | 16. 6 | 27.7 47.9 
Sawmills and planing mills_-_-----..-.- 351 | 27.4 36.9 | 44.3 | 50.9 | 61.5 
wat ir aaken dane etwas once | 203 47.0 62.8 | 74. 5 | 83.5 | 93. 5 
TIC te winsiss ch heiaieaenoainaunn cme 106, = () (3) (3) a | 1.0 
Millwork, plywood, and prefabricated | | 
structural wood products... ------- 103 | 7.5 10.7 13.8 | 16.9 | 28. 6 
Wooden containers____...-......----- 56 | 23.7 28.5 | 31.8 37.2 | 52. 8 
Furniture and fixtures ?._.............-.- 4 283 | 3.0 | 5.3 | 8.3| 146 35.0 
i sens 
Household furniture -__--..-.--..-.--- 204 | 3.1 | 6.1 | 9.9} 17.9) 39. 6 
Paper and allied products ?_____....------| P 433 | 5 | 1. 1 | 4.7 | 17.2 
a a = ean 
Pulp paper and paperboard mills _----. 217 () (3) } (3) (3) 2.4 
Converted paper products _-_--....---- 215 1.0 2. 4.2 5 31.7 
Printing, publishing, and allied indus-| §§£| #| 
IIS Ada Nace css eins nag 5 elec asin 516 | 2.4 | 3.3 4.6 | 7.3 | 17.9 
RD a pineca cig Decne 146 | 3.4 3.8 | 4.8 7.0 | 15.0 
Periodicals _- Pinder we ke 2; © foe oe. Sek 5 8.5 
Commercial printing ae tae 168 3.4 47 | 5.7 | 8.4 | 18.9 
Lithographing - 46 | @) (3) 5 | 1.3 9.0 
Miscellaneous publishing and service | 
industries for the printing trade __- 52 () y 2.1 4. 5 8.8 











See footnotes at end of table, p. 1632. 
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TaBLE C—5.—Percentage of workers earning less than specified amounts per 


hour‘ in selected manufacturing industries, April 1954—Continued 


Total 
produc- 

Industry wane 
mer Scents Scents 90 cents 


Estimated percentage with hourly 
earnings under 


Thou- 


sands 
Chemicals and allied products ? 534 


Industrial inorganic chemicals _- 67 
Industrial organic chemicals. _- 202 
Drugs and medicines 57 
and glycerin, cleaning and pol- 

ishing parations, and sulfonated 

oils and assistants 32 
Paints, varnishes, lacquers, japans, 

and enamels; inorganic color pig- 

ments, whiting, and wood fillers. 46 
Fertilizers 38 
Vegetable and animal oils and fats 
Miscellaneous chemicals, including 

industrial chemical products and 

preparations __- 


Products of petroleum and coal ? 
Petroleum refining 
Leather and leather products ? 


Leather tanned, curried and finished _- 
Footwear (except rubber) - 


Stone, clay, and glass products ?__ 


Glass and glassware, pressed or ‘blown. 

Cement, hydraulic... _ __- 

Structural clay products - a 

Pottery and related products P 

Concrete, gypsum, and plaster prod- 
ucts 


abegatve asbestos and miscellaneous 
nonmetallic mineral products - 


Primary metal industries _- 


Blast furnaces, steelworks, and rolling 

mills_- 
Iron and steel foundries. . 

Primary smelting and refining of non- 
ferrous metals_..- 

Secondary smelting and refining of 
nonferrous metals and alloys 

Rolling, drawing, and — ing of non- 
ferrous metals 

Nonferrous foundries - 

Miscellaneous primary metal indus- 
tries... - 


Fabricated metal products (except ord- 
nance machinery, and transportation 
equipment) -. -- 


Tin cans and other tinware __- 
Cutlery, hand tools, and general hard- 


120 

Heating apparatus (except electric) 

and plumbers’ supplies 89 
Fabricated structural metal products 202 (3) 
Metal ns, coating, and en- 

graving - : 195 
Lighting fixtures... 36 (3) 
Fabricated wire products ; 45 1.9 
a fabricated metal wee 


105 @) 


See footnotes at end of table, p. 1632. 
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TaBLE C—5.—Percentage of workers earning leas than specified amounts per 
hour * in selected manufacturing industries, April 1954—Continued 


Total Estimated percentage with hourly 
produc- earnings under— 
Industry ie _ ~ sclacbiihatiad 
employ- 


ment SO cents | 85 cents | 90 cents 


Thou- 
sands 
Machinery (except electrical) _ _- 1, 187 (3) 





Engines and turbines 55 () 
Agricultural machinery and tractors 112 0.7 | 
Construction and mining machinery 

and equipment 90 (3) 
Metalworking machinery. 225 (?) 
Special industry machinery (except 

metalworking machinery) . 
General industrial machinery and 

equipment. 
Office and store machines and devices _-| 
Service industry and household ma- 

chines 
Miscellaneous machinery parts 








Transportation equipment ? 





Motor vehicles and motor-vehicle 
equipment aoe : 

Aircraft and parts. 

Ship and boat building a and d repairing ‘ 

Railroad equipment - ; 








Professional, scientific, and controlling 
instruments; photographic and a 
goods; watches and clocks ? ; 








Miscellaneous manufacturing industries 2 | 





Costume jewelry, costume novelties, 
buttons, and miscellaneous notions 
(except precious metal) 

Fabricated plastics products, not else- 
where classified __ 

Miscellaneous manufacturing indus- | 
tries - ; 


! Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
? Also includes data for industry groups or industries not shown separately. 
3 Less than 0.05 percent. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics. 
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TABLE C-8.—Percent Of workers in specified branches of the communications 
industry earning less than 90 cents, $1, and $1.25, October 19538 


> ow 2 ars > oo } t hear 
Number of | Percent of workers ' earning less tha 
Industry or branch workers 
(thousands 90 cents $1.25 


Communications ; 
Class A telephone carriers ! 
Bell telephone... -. 
Non-Bell telephone 
Western Union Telegraph Co., wire telegraph 
Radio telegraph _- 
Ocean cable carriers 


i ee officials and managerial assistants. 
2 Estimated. 


3 Interstate telephone carriers with annual operating revenue exceeding $250,000 

‘ Less than .05 percent. 

5 Excludes 34 employees working outside the continental United States 

* Covers employees of radio and telegraph carriers with annual operating revenue exceeding $50,000 
excludes 1,163 employees working outside the continental United States 

7 Covers employees of ocean-cable carriers with annual operating revenue exceeding $50,000, excludes 
4,335 employees working outside the continental United States 
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POREWORD 


The effects of minimum - vage legislation on such business variables as 
wages, employment, prices, technological change, and profits are of interest 
to legislators, administrators, and others concerned with economic affairs 
and labor standards. Yet little research on these effects in this country 
has ever been attempted. One major obstacle to study of this type ie the 
cifficulty of trying to isolate the influences of a single factor such as 
the minimum wage from the many forces simultaneously acting on the economy. 
This difficulty has been made especially great by the strong pressures on 


business created by war and defense programs since the Feir Labor Standards 
Act became law in 1938. 


The absence of empirical information on minimum-wage effects was evi- 
dent during the Congressional hearings conducted prior to enactment in 1949 
of major amendments to the Fair Labor Standards Act. These amendments vere 
the most substantial made in the Act since its adoption, and included sub- 
stantive or procedural changes in most important phases of the lew. The 
chief change was “he increase in the statutory minimum hourly wage from 40 
to 75 cents, effective January 25, 1950. It is estimated by the Divisions 
that the higher minimum brought direct pay increases to 1.3 million employees. 


In an effort to provide some information on minimum-wage effects and 
so partially fill the gap in thie field, the Divisions in 1950 undertook a 
research program to evaluate the impact of the new rate. This program took 
the following forms: 


1. Field surveys were made in five low-wage manufacturing industries: 
Southern sawmilling, fertilizer, men's dress shirts and nightwear, men's 
seamless hosiery, and wood furniture (except upholstered). These surveys 
were jointly planned by the Divisions and the Bureau of Labor Statistics, 
U. S&S. Department of Labor, but were actually conducted by representatives 
of the latter agency. 1/ 


One qualification may be noted here concerning the payroll entries 
copied in the course of the surveys. These entries were transcribed with 
no question of their application to or compliance with the Fair Labor 
Standards Act. Enforcement experience of the Divisions indicates that 
payroll records may in some cases understate the degree of noncompliance 
with requirements of the law. To the extent such understatement occurred, 
the entries consulted in the surveys did not present a true picture of 
actual wages peid and of other job conditions and may have led to unwar- 
ranted conclusions about the impact and effects of the minimum-wage increase. 


2. Investigations were made of every complaint or report of plant 
shutdown, curtailment, or other adjustment problem allegedly caused by the 


1/ Results have been independently published by the Bureau of labor Statistios. Three 
of the surveys are desoribed in the Bureau's second series of Wage Structure bulletins, 
Southern sawmilling in No. 76 of the series (summarised in the Bureau's Monthly labor 
Review, Sept. 1950, pp. 313-317), the fertiliser infustry in No. 77 (summarized in 
Monthly labor Review, Jan. 1951, pp. 33-37), and the men’s dress shirt and nightwear 
{industry in No. 90 ( summarized in Monthly labor Review, Aug. 1951, pp. 166-170). 
Results of the two other surveys, on men's seamless hosiery and wood furniture mam- 
facture, are summarised in Monthly labor Review, June 1951, pp. 672-676. 





1646 AMEND FAIR LABOR STANDARDS ACT OF 1938 


higher minimum. These investigations involved surveys of establishments 
engaged in oyster canning in the Gulf area, hand manufacturing of cigars, 
raw-sugar producing in Louisiane, and also of 41 other establishments 
scattered through various industries and parts of the country. It is 
estimated that the enterprises studied in this phase of the research pro- 
gram employed a maximum of about 38,000 workers in 1950. 


3. A comparison was made of the movements of hourly earnings be- 
tween 1949 and 1951 in 17 selected industries, some presumed substantially 
affected by the 75-cent rate and some presumed to have felt little or no 
direct effect. This comparison also was made for another period when the 
minimum wage exerted significant upward pressures on pay levels, 1938 
through 1941, and for a period when it did not, 1942 through 1949. 


The research project of the Divisions was limited in intent in that 
it did not aim to examine the minimum-wage impact on total business activ- 
ity, that is, on national aggregates of income, employment, and production, 
or on over-all price and earnings levels. The program rather was generally 
directed at only a few industries and establishments, selected chiefly 
because they were low-wage units likely to be or repo.ted to be substan- 
tially affected by the higher minimum. The primary design of the program 
was thus to emphasize areas believed to have experienced relatively signifi- 
cant adjustments. Other industrial areas, presumably influenced to a lese 
marked degree if at all, were not studied. 


The purposes of the program were frustrated to some extent by the 
course of political events during 1950. The invasion of South Korea and 
the consequent United Nations action took place only five months after the 
75-cent rate went into effect, and the economic impulses generated by these 
international developments overshadowed the new minimum and obscured any 
assessment of its longer-run influences. As a result, only the more 
immediate, short-run effects of the 75-cent rate--those occurring during 
the comparatively stable economic climate of first half 1950--are deter- 
minable with any degree of clarity. 


The present report describes the results of the research of the 
Divisions. Chapter 1 summarizes the information written up in detail in 
the succeeding chapters and is intended as a general resume of findings 
concerning the effects of the 1950 minimum-wage increase. Chapters 2 
through 6 describe the studies made of the five low-wage manufacturing 
industries, Chapter 7 presents the results of investigating specific com- 
plaints and reports of problems in adjusting to the higher minimum rate, 
and Chapter 8 assesses the effects of minimum-wage legislation in terms 
of earnings in 17 selected industries, some presumed substantially affected 
by such legislation and some presumed not. 


The report was written by Joseph F. Fulton, staff economist of the 
Division of Research and Statistics, under the general direction of 
Harry Kanto., Director of the Divieion, and the immediate supervision of 
Max Schiferl, Assistant Director. 


Harry Weiss 
Assistant Administrator 
Wage and Hour and Public Contracts Divisions 
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INTRODUCTORY NOTE 


The following terms are frequently used in this study and, un- 
less otherwise defined, have the following meanings: 


Average hourly earnings: Straight-time earnings. excluding presius 
pay for overtime and night work. 


Direct wage effects: The influence of the minimum rate on earnings 
of subject employees previously receiving less then that rate. 


Indirect wage effects: The influence of the minimum rate on earnings 
of subject employees already receiving that rate or higher. or 
on earnings of nonsubject employees. 


Nonwage effects: The influence of the minimum rate on variables other 
than wages, notably employment, plant closings or curtailments. 
product prices, profits, hours of work, hiring policy. and tech- 
nological changes such as introduction of labor-saving equipment 
or other new production methods. 


Plant workers: Exclude office workers and administrative, executive, 
and professional employees. When classified by occupation, also 
exclude inexperienced, apprenticed, and handicapped workers. 


Subject employees: Employees entitled to the benefits of the Act, 
being both covered, because engaged in interstate commerce or 
the production of goods for interstate commerce, and not exempt- 
ed by any of the exemption provisions of the Act. A subject 
industry is one in which the majority of workers are subject 
employees. 





1648 


AMEND FAIR LABOR STANDARDS ACT OF 


1938 


CHAPTER 1 


SUMMARY OF EFFECTS 


Despite, or perhaps because 
of, the scarcity of factual infor- 
mation on the subject, the effects 
of minimum-wage legislation has 
long been a topic of warm discus- 
sion. At one extreme is the view 
that the only effect of a minimm 
wage is to raise the income of the 
unorganized, substandard-wage 
worker at the expense of unjustly 
high business profits or unfairly 
low consumer prices. At the other 
extreme is the view that the going 
wage structure has been competi- 
tively arrived at, repiesents the 
fair value of workers' products, 
and cannot be interfered with 
without causing unemployment and 
@ national-income decline. Be- 
tween these two limits lie vari- 
ous other theories, each with its 
own assumptions, social philoso- 
phy, and isolated supporting date. 


The present report attempts 
to throw some empirical light into 
the controversy. The report de- 
scribes the effects of the January 
25, 1950 increase from 40 to 75 
cents in the minimum hourly wage 
rate required for employees en- 
gaged in interstate commerce or in 
the production of goods for inter- 
state commerce. Its findings must 
be interpreted in terms of the 
health of business at the time the 
effects of the increase were making 
themselves felt. The economic 
state of the nation plays perhaps 
the chief role in the response of 
employment, prices, profits, and 
other variables to the introduction 
of a higher minimum. 


Business trends were moving 
slightly downward at the time the 
75-cent wage became law, but after 
March 1950, and particularly after 
the Korean development beginning 
at the end of June of that year, 
they began to move upward (Table 1 
and Chart 1). The economic upswing 
after second half 1950 was suffi- 
ciently marked to preclude the 
tracing of any simple cause-and- 
effect relation between a single 
pair of factors, such as the 
higher minimum and any other eco- 
nomic magnitude. This is unfortu- 
nate for the purposes of this 
study because it tends to restrict 
determinable conclusions to only 
short-run consequences and to pre- 
vent findings as to what the less 
immediate repercussions of the 
amended minimum actually were, or 
what they would have been during 
@ more normal long-run period. 


Short- and long-run results 
may differ substantially. In 
the short run, for example, a 
plant or industry may be able to 
handle the burden of a greater 
wage bill without curtailing em- 
ployment by charging higher prices 
to consumers, paying lower prices 
to suppliers, or operating at nar- 
rower profit margins. But in the 
long run, those to whom the burden 
has been shifted have had time to 
make adjustments--consumers to 
other firms or products, suppliers 
to other outlets, capital to other 
investments~--and if they do so, a 
minor short-run impact may develop 
into a long-run effect of major 
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hand, a stormy short-run impact 
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it was the short-run one, even with- 
out the inflationary pressures cre- 


may turn into a tranquil long-run 
adjustment in an industry when 
abandoned operations and curtailed 


ated by such events as a boom in the 
construction industry and the Korean 
conflict, those pressures undoubted- 


outputs lead to higher product 
prices, improved profit possibili- 
ties, and a resumption of produc- 
tion. 


As is brought out more fully 
below, the industries studied for 
this report adjusted to the 75- 
cent rate with only minor effects 
other than the required pay in- 
creases. Though this may well 
have been the long-run result, as 


ly helped the affected industries 
meet their higher wage bills. 


The present chapter is in- 
tended as a summary of the findings 
of the research program of the 
Divisions concerning the effects 
of the 1950 minimum-wage increase. 
Material in this chapter is ab- 
stracted from the detailed infor- 
mation presented in the rest of 
the report. , 


Table 1. Indexes of business axtivity, United States, by quarter, 1949-50 a/ 


Industri- | Whole 
al pro- sale 


unemploy- 
duction 


ing 
prices sd ment 


97 93 
91 69 
95 92 
95 90 
3 i) 

90 
0} 38 
16 2102 
116 2102 


a/ Exept that Jamary and February of 1950 also inoluded for all series exept 
on national income, where data not available. 


b/ Average hourly earnings of production and related workers. 

o/ Employment of production and related workers. 

Source: National income indexes computed from U. S. Department of Commerce, 
Survey of Current Business; industrial production indexes computed from Fed- 


eral Reserve Bulletin; all other indexes computed from U. S. Depertment of 
labor, Bureau of labar Statistics, Monthly Labor Review. 
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Effects in Five Low-W Manufac- 
turing Industries 


The core of the Divisions’ 
investigation involved surveys 
of five manufacturing industries 
(described in Chapters 2 through 
6): Southern sawmilling, ferti- 
lizer, men's dress shirts and 
nivhtwear, men's seamless ho- 
siery, and wood furniture (except 
upholstered). These industries 
are low-wage ones. In 1950, 
Southern sawmilling, seamless 
hosiery, and men's dress shirts 
and nightwear ranked among the 
lowest - paying 5 percent, fer- 
tilizer and wood furniture (ex- 
cept upholstered) among the low- 
est - paying 10 percent, of the 
approximately 200 manufacturing 
industries for which comparable 
data on averaze hourly earnings 
were available. 1/ 


A. Wage effects 


Table 2,which presents high- 
lizhts of the wage-structure pic- 
ture in the five industries im- 
mediately before and after the 
75-cent wage went into effect, 
emphasizes the substantial nature 
of wave adjustments needed, ex- 
cept possibly in wood furniture 
manufacture, to meet the higher 
requirements of the new rate. 
This was especially true for 
Southern sawmilling, where the 
estimated direct wage-bill in- 
crease amounted to 14 percent. 
With but few exceptions, this in- 
crease was higher than had been 
previously imposed on any indus- 


try or broad industry segment by 


2/ U. Se Department of labor, Bares 
of labor Statistics, Monthly labor 
Review, Table C-l, TFarnings date 
in Table Col are gross, including 
premium pay for overtime ani night 
works 
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industry-committee recommenda- 
tion or by the statutory hourly 
minimums of 25 cents in 1936 
and 30 cents in 1939. 


Of course, any test of im- 
pact based on estimated percent 
waze-bill increases is subject 
to various qualifying considera- 
tions, among the more important 
of which are the following: 


1. The proportion which 
labor costs are of total costs. 
It would be a mich greater prob- 
lem, for instance, to offset a 
10-percent increase in labor 
costs when they amount to 50 per- 
cent of total costs than when 
they amount to only 15 or 25 per- 
cent. 


2. Opportunities for tech- 
nical improvements. An in- 
creased waze bill may not mean a 
similar increase in unit labor 
cost if production methods are 
improved or work flows expedited. 
Where labor-saving capital 
equipment is substituted for 
hand work, increased wases may 
not necessarily mean a similar 
advance in total costs though 
they may create some unemployment 
in the industry. 


3. The market position of 
firms in the industry. This 
would determine the extent to 
which increased costs can safely 
be passed on to consumers in 
higher prices, and depends on 
several factors: 


a. The ceneral state of 
business. A wage-bill advance 
is more easily absorbed when de- 
mand, prices, waves, and profits 
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are generally rising 
are stable or falling. 


n they 


b. The degree of competition 
facing the products of the industry. 
As a rule, a product can be more 
readily increased in price without 
an excessive decline in sales when 
few if any satisfactory substitutes 
for it are available at a competi- 
tive price. It would be easier to 
raise the price of cigarettes than 
of lamb without losing sales, for 
example, because there are few ade- 
quate alternatives for cigarettes 
but many comparably priced meat and 
other food substitutes for lamb. 


c. The degree of competition 
within the industry. The more com- 
petitive an industry, generally 
speaking, the less the capacity of 
individual firms to raise prices to 
consumers or lower prices to sup- 
pliers. 


As might be expected, short- 
run wage adjustments were greatest 
in the industries which in 1949 had 
the lowest average hourly earnings 
and the highest proportions of work- 
ers receiving less than 75 cents an 
hour. (As used in this chapter, the 
"short run" in each industry refers 
to the period between the last sur- 
vey taken before January 25, 1950 
and the first survey taken thereaf- 
ter.) In the short run, average 
hourly earnings jumped 16 percent 
(11 cents) in Southern sawmilling, 
hardly at all in wood furniture. 
Substantial proportions of plant 
workers received raises from below 
to at least 75 cents an hour: three 
fifths of the labor force in South- 
ern sawmilling, one-third in men's 
dress shirts and nightwear, one- 
fifth in fertilizer, and from 6 to 
38 percent in the regions by which 
data for men's seamless hosiery and 
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for wood furniture are classifi 
(Table 2) 


The upward wage impact of the 
minimum was greater not only in the 
lower-paying industries but also in 
the lower-wage regions. In Southern 
sawmilling, the short-run increase 
in average earnings was 20 percent 
in the lowest-wage Southeast area, 
only 5 percent in the highest-vace 
Border States. In fertilizer manu- 
facture, the 75-cent rate seemed to 
have had an effect in only the three 
lowest-wage regions, all in the 
South. By bringing pay levels in 
these three regions closer to ‘hose 
prevailing throughout the rest of 
the country, the minimm's influence 
in this industry narrowed percent 
wage spreads between Southern and 
non-Southern areas. In men's dress 
shirts and nightwear, the Southeast 
and Border States, important indus- 
try centers and representative of 
low-paying regions, experienced com- 
paratively large earnings increases 
while the Middle Atlantic States, 
another important industry center 
and typical of the higher-wage re- 
gions, had a relatively small aver- 
age-earnings increase of only 4 per- 
cent. In men's seamless hosiery and 
in wood furniture, the minimum had 
greater consequences for the lower- 
wage areas and operated to narrow 
the percent range in regional earn- 
ings levels. 


The tendency for the 75-cent 
minimum to narrow percent wage dif- 
ferentials between lower- and high- 
er-wage industries and regions was 
also evident in wage data classified 
by plant. In Southern sawmilling, one 
of the two industries which have data 
so classified, the lower the average 
plant wage in last quarter 1949, 
the larger the average-earnings 
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increase by March 1950. In men's 
dress shirts and nightwear, the 
other industry with data so class- 
ified, short-run percent wage-bill 
advances were larger in lower- 
wage nonunion plants than in high- 
er-wage union ones and in lower- 
wage small-community establish- 
ments than in higher-wage large- 
community ones. 


The shift of workers from 
below 75 cents an hour was ac- 
companied by a marked employment 
concentration at or very near the 
75-cent level. This was especi- 
ally true in Southern sawmilling, 
fertilizer, and wood furniture, 
activities where time rates form 
the basic pay system. In these 
three industries, most of the 
workers whose hourly wages were 
raised from substandard levels 
went into the 75-79.9 cents earn- 
ings class; at and above 80 cents 
an hour, wage structures showed 
only minor short-run changes. 
Apparently employers in the three 
industries did what was directly 
necessary to satisfy the amended 
requirements of the Act and on 
the whole did not try to maintain 
wage spreads between low-, mid- 
dle-, and high-wage occupations. 
These spreads were narrowed as a 
result of generally granting larg- 
er short-run percent pay increases 
to the lower-paid occupations. 


In men's dress shirts and 
nightwear and in men's seamless 
hosiery, the situation was modi- 
fied by the prevalence of the 
piece-rate mode of payment. The 
concentration of employment after 
January 25, 1950 at or near the 
75-cent level was not so great in 
these lines because, when piece 
rates were raised so that slower 
workers could earn at least the 
75-cent hourly wage, faster 
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workers already making 75 cents 
or more an hour at the old rates 
also were able to raise their 
average earnings. (There was no 
indication in the surveys of 
either of the two industries 
that the granting of make-up pay 
to those averaging hourly earn- 
ings below 75 cents was used as 
a method of meeting the statu- 
tory minimm.) But even in these 
industries as in the other three, 
lower-level earnings were in- 
creased relatively more than 
higher-level ones with a conser 
quent percent reduction in 
spreads between them. 


The short-run indirect ef- 
fect of the amended minimum on 
wages already equal to or higher 
than 75 cents an hour thus was 
not great, especially in the 
activities paying by time rate, 
even where the required direct 
impact was very substantial, as 
in Southern sawmilling. Another 
indirect effect of interest is 
that upon earnings of employees 
outside the wage requirements of 
the Fair Labor Standards Act. 

An investigation of this type 
effect was possible from sepa- 
rate wage data available in two 
industries, in Southern sawmill- 
ing for logging workers exempt 
under Section 13(a)(15) of the 
Act because employed by sawmills 
with 12 or fewer logging employ- 
ees, and for fertilizer workers 
outside the Act because not en- 
gaged in interstate commerce. 

In the Southern sawmills, he 
short-run impact of the higner 
minimm was almost as great on 
exempt as on nonexempt wages, 
most firms increasing the pay of 
their exempt loggers along with 
the pay of their nonexempt savw- 
mill workers. In fertilizer 
manufacture, the 75-cent rate 
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evidently influenced noncovered 
wages since these rose along with 


this disparity of indirect influ- 
ence is the fact that exempt 


employed by different operators in 
different plants. Personnel 
morale may suffer were an employer 
to differentiate in pay rates 
between employees simply because 
some are legally entitled to the 
minimum wage while others are not. 
To the extent this is an important 
factor, the minimum wage is more 
likely to affect the pay of non- 
subject employees when they work 
in places which also have a sub- 
stantial proportion of subject 
employees than when they work in 
plants where most of the labor 
force are outside the scope of 
the Act. 


In summary, the short-run 
wage impact of the 1950 minimm- 
rate increase was greater on lower 
than on middle or higher pay rates, 
and in lower-wage than in higher- 
wage industries, regions, occupa- 
tions, and plants. It therefore 
tended to narrow percent earnings 
differentials within industry, 
regional, and plant wage struc- 
tures, and between industries, 
regions, occupations, and plants. 
Lower-wage units were everywhere 
brought closer to higher-wage 
ones, perc se. In Southern 

and in fertilizer, two 
industries substantially subject 
to the Act, the indirect effects 
of the new minimum on nonsubject 
earnings were significant. 
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Although the preceding find- 
ings, and the more detailed analy- 
ses in Chapters 2-6, are expressed 
in percentages, the conclusions 
are for the most part also true if 
stated in cents-per-hour terms. 

As a result of short-run adjust- 
ments to the amended minim, 
lower-wage units generally experi- 
enced larger money increments than 
did higher-wage units, and cents- 
per-hour earnings differentials 
between them were contracted. 
However, the comparative gain of 
the low-wage units was not so 
large in cents as in percentages, 
since a given percent increase 
represents a smaller money amount 
on a low wage base than on a high 
wage one. 


As noted earlier, the longer- 
run consequences of the 75-cent 
rate were obscured and greatly 
outweighed in importance by the 
economic pressures which developed 
after mid-1950 as a result of the 
Korean conflict. Field surveys 
made in October-November 1950 in 
three of the five selected indus- 
tries showed continued rises in 
average hourly after 
March 1950. Percent increases 
generally were larger in higher- 
wage plants (such as union and 
large-commmnity ones) than in 
lower-wage plants, and in higher 
wage regions than in lower-wage 
ones, thus reversing the short-run 
leveling pattern of the new 
minimum 


These increases had a mixed 
influence on industry and re- 
gional wage distributions. In 
men's seamless hosiery, percent 
pay advances were greater for 
the better-paid jobs, a reversal 
of the earlier short-run 
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compression of regional pay 
scales. On the other hand, in 
men's dress shirts and night- 
wear, a substantial proportion 
of pay raises between March and 
November 1950 were in uniform 
percent amounts and this tended 
to maintain percent spreads 
among occupational rates and 
within industry and regional 
wage structures. Pay advances 
in wood furniture between March 
and October 1950, because they 
were mostly in the form of un- 
iform cents-per-hour amounts 
for all plant workers receiving 
the raise, had a contracting ef- 
fect on percent differentials 
within regional wage distribu- 
tions and among occupations. 


In October-November 1950, 
earnings levels in lower-wage 
jobs, regions, and plants were 
generally closer percentage- 
wise than in 1949 to those in 
higher-wage ones, primarily be- 
cause of the compressing tenden- 
cies of the amended minimum and 
despite some opposite, widening 
influences after March 1950. 

The latter influences continued 
to make inroads into the re- 
sults effected by the 75-cent 
rate, according to wage surveys 
in 1952 in the men's seamless 
hosiery and the wood furniture 
industries, and in April 1953 in 
Southern sawmilling. 1/ These in- 
roads suggest that the advantages 
in relative position gained 
through minimum-wage legislation 
_ by lower- workers are soon 
1/ Exoept that the lowen-paying South 
ern sawmills appeared to have rate 
stmotures in April 1953 about as 
concentrated as they had been in 
March 1950, Evidently in these 
mills earnings in the better paid 
jobs 414 not advance more than 
those in the poorem-paid ones be. 
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attenuated by factors favoring 
higher-wage workers, at least in 
times of inflationary pressures 
such as the 1950-53 period. This 
does not argue against a statu- 
tory minimum since without it the 
poorer-paid employee would prob- 
ably be at an even greater com- 
parative disadvantage than he now 
is. But it does call attention 
to the possible value of a more 
frequently adjusted minimm rate, 
designed to prevent the earnings 
of low-wage workers from falling 
behind the trend of other wage 
earnings in the economy, particu- 
larly when a sharp inflationary 
upturn raises pay rates to a 
higher sustained level. 


As with short-run wage ad- 
justments, the above findings on 
longer-run earnings movements, 
and their more detailed analyses 
in Chapters 2-6, are stated in 
percent terms. It may be noted 
that the comparative gain after 
March 1950 of the higher-wage 
units, with generally larger per- 
cent pay increases than the low- 
er-wage units and with a conse- 
quent expansion of percent earn- 
ings differentials in their fa- 
vor, would be even greater in 
cents-per-hour terms. This is 
because a given percent increase 
represents a larger money amount 
on a high wage base than on a low 
wage one. 

B. Nonwage effects 

Wage increases have nonwage 
repercussions. Efforts may be 
made to offset higher pay rates 
by greater productivity, thus re- 
ducing or averting any advance in 
unit costs. These efforts may in- 
clude improvements in production 


methods, installation of labor- 
saving equipment, and hiring of 
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more efficient, or firing of less 
efficient, personnel—however 
efficiency is defined or deter- 
mined. Attempts to rationalize 
production may create unemploy- 
ment, as may the curtailment or 
abardonment of marginal operations 
no longer profitable at higher 
wage rates. Overtime work may be 
limited since higher straight—time 
rates mean higher premium rates. 
Profits may be lowered, and so may 
prices paid to suppliers. Con- 
sumer prices may be raised. The 
extent to which these responses 
are available to management varies 


widely with the nature of the oper- 


ation, the state of technical de- 
velopment, and marketing factors. 


When a payroll increase caus- 
es profit declines, shutdowns, 
losses on capital investment, and 
substantial unemployment, its ef- 
fects are unfortunate, at least 
from the short-run standpoint of 
those involved in the affected 
industry. If a wage-bill increase 
instead is translated into greater 
productivity, its results are gen- 
erally considered favorable, es- 
pecially if the rise in rate of 
output does not displace many 
workers, or displaces them gradu- 
ally so that they may be trans- 
ferred to other plant jobs or ab- 
sorbed elsewhere in the local 
labor market. Finally, a minimm- 
wage rise which causes moderate 
price advances is not necessarily 
undesirable in its consequences 
because, to the extent low prices 
are possible only by paying a sub- 
standard wage, they are in the 
nature of exploitative consumer 
subsidies that should be elimin- 
ated. 


Despite causing significant 
wage increases, the 75-cent rate 
appeared to have had only minor 
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effects on such variables as em- 
ployment, plant shutdowns, 
prices, technological change, 
hiring policies, and overtime 
work. Of course, only nonwage 
consequences of a relatively 
short-run nature are determin- 
able with any degree of clarity. 
Although longer-run nonwage ef- 
fects may have been generally 
minor too, even without the un- 
usually favorable economic 
developments after mid-1950, 
circumstances prevented the de- 
termination of this. 


In three of the industries 
surveyed (men's dress shirts and 
nightwear, men's seamless ho- 
siery, and wood furniture (ex- 
cept upholstered)), no employ- 
ment declines due to the higher 
minimum were apparent. In 
Southern sawmills over the short 
run, employment fell 2 percent; 
some mills indicated the higher 
minimm forced layoffs of less 
able, usually older workers. 
But there was little correla- 
tion on a regional basis in the 
industry between size of wage- 
bill advance and of employment 
decline so other factors, such 
as seasonal slack and poor log- 
ging weather, probably were al- 
so responsible for the slight 
employment drop. In fertili- 
zer too, because of the same 
low degree of correlation on a 
regional basis between size of 
wage-bill advance and of em- 
ployment decrease, it is likely 
that factors other than the 
75—cent rate contributed to the 
4-percent short-run drop in em 
ployment there. 


Among the Southern sawmills, 
only 1 or 2 percent of the 
plants contacted during the last 
survey before January 25, 1950 





1658 


went out of business between then 
tors of the closed mills held the 


75—cent minimum solely responsible. 
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such changes because of the higher 


None of the opera-| minimm. 


Curtailment of overtime work 


Furthermore, during the same period] to avoid the higher premium rates 


new plants became active so that 
there were actually more mills in 


operation in March 1950 than on the 


preceding survey date. In men's 
dress shirts and nightwear, about 
2 percent of establishments went 
out of business during the short- 
run period but almost all of these 
were located in areas 
which felt the impact of the 
amended minimum only slightly. 
There was no decline in the numbe 
of fertiliser plants, and no data 
on shutdowns for the two other 
industries studied. 


The only activity in which 
any appreciable number of changes 
in hiring policy were reported was 
men's dress shirts and nightwear. 
Ten percent of the plants in that 
line changed policy in this 
respect, usually to try to hire 
only younger or more experienced 
workers. Many factors were in- 
volved in these changes, according 
to the field agents surveying the 
industry, the higher minimum 
playing only a minor role. 


Installation of some labor 
saving machinery occurred in 
each of the five industries 
studied, and other measures to 
improve plant operating efficiency 
were reported in fertilizer 
and in men's dress shirts and 
nightwear. Motives for techno- 
logical changes were not given, 
but in no industry was 
there any direct evidence of 
acceleration in the rate of 


which follow when straight—time 
rates are raised was a significant 
effect only in Southern sawmilling 
and for noncovered fertilizer 
workers. Between last quarter 1949 
and March 1950, 8 of every 100 
Southern sawmills shifted from a 
scheduled workweek of over 40 
hours to one of 40 or less. Some 
sawmills reported that the narrow- 
ing of wage differentials caused 
by the new minimum was partly off- 
set by reducing overtime work for 
less skilled workers while contin- 
uing it for the more skilled, 
higher-paid ones. In fertilizer 
manufacture, there was little 
change in hours worked by covered 
employees, but 8 of every 100 of 
the plants designating themselves 
intrastate transferred from a 
scheduled workweek of over 40 
hours to one of 40 or less. This 
interesting shift may have been 
partly due to the wage increases 
which occurred in such plants as 
an indirect result of the amended 
minimum. 


Short-run price effects of 
the 75-cent rate were negligible. 
During early 1950 in the five in- 
dustries studied, there were 
general rises in wholesale prices 
only for the products of Southern 
sawmilling and wood furniture 
manufacture. -These rises were 
small and not definitely attri- 
butable to the higher minimm 
anyhow. After April 1950 lumber 
prices rose sharp].” because 
of an expansion in construc- 
tion activity, and after 
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the Korean outbreak in midyear 
1950 most other prices advanced 
rapidly. These advances can 
hardly be ascribed to the new 
minimum rate, yet they undoubted- 
ly helped the surveyed industries 
adjust without adverse effect to 
that rate. 


Effects in Establishments with 
ustment 


The 1950 research program of 
the Divisions included investiga- 
tions of complaints and reports 
of plant shutdowns, curtailments, 
and other adjustment problems al- 
legedly because of the higher min- 
imum (described in Chapter 7). 

In the process, surveys vere made 
of establishments engaged in oy- 
ster canning in the Gulf area, 
hand manufacturing of cigars, 
raw-sugar producing in Louisiana, 
and also of 41 establishments 
scattered through various indus- 
tries and parts of the country. 
Most of the plants studied showed 
characteristics of marginal enter- 
prises: relatively small in size, 
weak in financial strength, facing 
severe competition for sales out- 
lets from other firms or products, 
with narrow and unstable profit 
margins, and with few opportuni- 
ties or little capital for techni- 
cal improvements to lower unit 
costs. At the same time they 
were low-wage firms facing sub- 
stantial payroll increases to meet 
the requirements of the higher 
minimum rate. 


The surveyed activities em- 
ployed an estimated maximum of 
about 38,000 workers in 1950. 

This is a very small number when 
compared to estimates by the Divi- 
sions of 21 million employees cov- 
ered in 1950 by the minimum-wage 
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provisions of the Act and of 1.3} 
million employees receiving di- 
rect pay increases because of 
the minimum-wage increase in 
that year. Of course, other 
plants than those surveyed may 
have felt seriously adverse ef- 
fects because of the amended 
minimum, but if so, their dif- 
ficulties vere not revealed to 
the Divisions. 


The experiences of the es- 
tablishments studied represent 
cases of major unfavorable ad- 
justments and are believed not 
to be typical of subject indus- 
tries generally. Other firms 
and industries, unless their 
problems vere not disclosed to 
the Divisions, were either not 
so substantially affected or 
else could more easily adapt to 
the effects of the new minimm. 
Even within as selected a group 
of firms as those surveyed, how- 
ever, the adverse consequences 
of the 75-cent requirement vere 
on the whole not very substan- 
tial. The oyster canneries of 
the Gulf area vere indeed mark- 
edly and unfavorably affected 
during 1950, as was the hand- 
cigar industry, though less so. 
The Louisiana raw-sugar indus- 
try was able to absorb the 
higher minimum out of sugar 
price increases occurring after 
the Korean outbreak. Of the 41 
plants separately surveyed, 11 
experienced some unemployment, 

2 by closing, 6 by curtailments, 
and 3 by eliminating a few po- 
sitions or slower workers. Fac- 
tors other than the 75-cent rate 
were partly responsible for 
closings, curtailments, and lay- 
offs in most instances. Esti- 
mated unemployment in the sur- 
veyed activities involved 
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between 2,000 and 3,000 workers. 
A very few establishments claimed 
effects on capital spending and 
production methods (6 plants), 
hiring policies (5 plants), hours 
of work (4 plants), ani prices 

(4 plants) . 


Unless the firms with re- 
ported difficulties were merely 
the most vocal and not actually 
among the hardest hit, it would 
appear that either the new mini- 
mum was set low enough not to 
seriously affect even the least 
sound enterprises, or else, and 
this may be more likely, the 
economic upturn occurring in 
this country after first quarter 
1950 permitted absorption of the 
higher minimum out of rising 
prices with little further neces- 
sary adjustments. 


Effects on Earnings in 17 Selec- 
ted Industries 


A third phase of the re- 
search program of the Divisions 
was a comparison of the course of 
hourly earnings before and after 
January 25, 1950 in industries 
believed substantiall¥ affected 
by the minimum-wage increase and 
in industries believed scarcely 
or not at all affected (described 
in Chapter 8). Low-wage generally 
covered employments were selected 
to represent activities assumed 
to have experienced a substantial 
direct impact from the 75-cent 
rate. Low-wage retail and ser- 
vice trades generally not subject 
to the Act, and high-wage covered 
industries which in January 1950 
were for the most part already 
paying above 75 cents an hour, 
were chosen as samples of activ- 
ities assumed to have felt little 
or no direct effect from the 
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amended minimum. 


Earnings movements in these 
industries were analyzed for the 
period 1949 through 1951, and 
also, for the sake of comparison 
with another period when the 
minimum-wage influence was like- 
wise important throughout the 
economy, for the period 1938 
through 1941. Earnings trends 
in the same industries were al- 
so traced between 1942 and 1949, 
@ time when the minimum wage 
exerted relatively little up- 
ward pressure on pay levels. 

The 1942-49 experience, when, 
compared with those from 1949 
through 1951 and from 1938 
through 1941--when the minimum 
wage was an active and signif- 
icant factor--may emphasize, by 
contrast, the extent and direc- 
tion of the minimum's influence 
on earnings. 


Between 1949 and 1950, rel- 
ative advances in hourly earn- 
ings were largest in the low- 
wage industries generally sub- 
ject to the Act, averaging 
5 percent as against only 3 per- 
cent in the high-wage covered 
industries and 2 percent in the 
low-wage nonsubject ones. Dur- 
ing the economic upswing between 
1950 and 1951, the high-wage 
employments showed the greatest 
percent gains. Over the entire 
three-year period from 1949 
through 1951, both the high- 
and low-wage subject industries 
averaged the same proportionate 
earnings advances (13 percent) 
while the nonsubject retail and 
service trades lagged behind 
with an 8-percent advance. 


Most of the difference in 
gains between the low-wage 
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subject and nonsubject industries 
probably was caused by the mini- 
mun-rate increase. Most of the 
difference in gains between the 
high-wage activities and the low- 
wage nonsubject ones may have 
been due to a tendency for init- 
ially higher rates to enjoy 
earlier or larger pay increments 
during this time of improving 
business conditions. The 1949-51 
experience shows that low-paid 
industries subject to minimm- 
wage legislation were able to 
hold their own in percent earn- 
ings advances with high-paid in- 
dustries while low-paid indus- 
tries outside the benefits of 
such legislation were not able to 
do so. 


Between 1938 and 1941, an- 
other period of business revival, 
hourly earnings rose an average 
of 14 percent in the low-wage 
activities generally subject to 
the Act, 9 percent in the high- 
wage industries, and only 4 per- 
cent in the retail and service 
lines. This experience is simi- 
lar to that for 1949-51 in imply- 
ing that, during an economic up- 
swing, increases for low-wage 
nonsubject earnings tend to fall 
behind those for high-wage ones. 
The experience differs from that 
for 1949-51 in that low-wage sub- 
ject earnings maintained an ad- 
vantage over high-wage ones in 
percent gains. Perhaps this is 
partly because the direct upward 
effects of the minimm, instead 
of being concentrated at only one 
time as in 1950, were spread out 
over the entire period 1938-41 
as the legal hourly minimum was 
raised in small increments from 


25 cents to a maximum of 40 cents. 


Between 1942 and 1949, an 
interval when substantial mini- 
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mum-wage pressures vere gener- 
ally absent, both the low-wage 
subject and nonsubject activi- 
ties increased their mean hourly 
earnings by more than four-fifths 
while high-wage average earnings 
increased by two-thirds. The fact 
that the low-wage subject indus- 
tries did not gain in average- 
earnings advances on the nonsub- 
ject trades, but did so during 
such periods of substantial mini- 
mm-wage effect as 1949-51 and 
1938-41, tends both to prove 

the existence of minimum-wage 
influence on low-level subject 
earnings and to measure that 
influence. During the 1942-49 
span, low-wage employments 
bettered their position relative 
to high-wage ones, even without 
much upward impetus from the 
statutory minimum. But this 
improvement all occurred during 
the war years 1942-45, probably 
in large part because of the 
National War Labor Board policy 
of closely limiting wage in- 
creases except to correct sub- 
standards of living. Thus the 
comparative gain of the low- 
wage pursuits may have been 
caused partly by a purposive 
govermment program, though other 
than the Fair Labor Standards 
Act. Another wartime factor 
considered especially favorable 
to the low-wage employments was 
the extreme labor shortages cur- 
rent then. 


Over the entire 14-year 
period 1938-51, the average of 
hourly earnings more than 
doubled for each of the three 
industry types, increasing 
171 percent in low-wage subject 
activities, 125 percent in low- 
wage nonsubject trades, and 
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121 percent in high-wage employ- 
ments. The extent of the mini- 
mum-wage influence is probably 
most clearly seen by comparing 
advances between low-wage subject 
and nonsubject industries. 

While the subject group is mam- 
facturing and the nonsubject one 
is retail and service trade, the 
two groups nevertheless appear 
roughly comparable in wage be- 
havior so that variables other 
than the minimum would tend to 
affect their pay structures sim- 
ilerly. 1/ To the extent this 
is so, minimum had a defi- 
nite upward influence on low- 
wage covered earnings because 
the generally subject activities 
gained more than those not sub- 
ject. 


The nonsubject retail and 
service trades had a 1938-51 per- 
cent advance in average earnings 
about the same as that for the 
high-wage industries. Since the 
latter received larger percent 
pay increments in every time 
span analyzed except 1942-45, it 
is doubtful whether the low-wage 
trades could have held their own 
over the entire period without 
the favorable conditions pecu- 
liar to the World War II reais 
Even with the wartime boost, the 
1938-51 percent advance in aver- 
age earnings for these trades 
was less than that for all manu- 
facturing industries as a group. 


World War II conditions fav- 
iV — qualifications, 


discussed 
a Pe 222, 
Seaeebe 3 
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This factor, plus the upward in- 
fluence of the minimm wage, re- 
sulted in a larger percent earrn- 
ings gain between 1938 and 1951 
for the low-wage subject activ- 
ities than for either the high- 
wage industries or all manufac- 
turing industries as a group, 
despite an apparent tendency for 
higher-level earnings to advance 
faster than lower-level ones 
during periods of economic re- 
vival or boom. It appears that 
the earnings position of the 
low-pay subject industries rel- 
ative to the high-pay or the 
all-manufacturing industries 
definitely improved when the 
minimm-wage pressure was sub- 
stantially present, and, ex- 
cept during the war, tended to 
worsen when this pressure was 
substantially absent. 


Virtually the entire 1938- 
51 interval was one of rising 
or high-level employment; the 
data do not show how declining 
or stable economic movements 
might affect the relationship 
between high and low wages. 


When converted to real- 
wage terms, earnings increases 
between 1938 and 1951 showed 
that workers in low-wage indus- 
tries within the benefits of 
the Act enjoyed a gain in real 
purchasing power nearly equal 
in cents-per-hour terms to that 
received by workers in all man- 
ufacturing industries as a group, 
slightly more than that received 
by employees in high-wage inc. s- 
tries, and twice that achieved by 
employees in low-wage trades out- 
side the advantages of the Act. 
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Conclusions 


Though causing significant 
peyroll increases, the 75-cent 
rate had only very minor determin- 
able effects on employment and 
other nonwage variables in the 
five low-wage manufacturing indus- 
tries surveyed. Even within as 
selected a group of establishments 
as those with reported adjustment 
problems, the nonwage consequences 
of the 75-cent requirement were on 
the whole not very substantial. 
The Korean development undoubtedly 
helped the affected firms meet 
their higher wage bills. 


The short-run wage impact of 
the 1950 minimum-rate increase was 
greater on earnings of lower-wage 
workers, industries, regions, 
plants, and occupations. It there- 
fore tended to narrow percent earn- 
ings differentials within industry, 
regional, and plant wage struc- 
tures, and among industries, re- 
gions,-occupations, and plants. 
Lower-paid units were everywhere 
brought closer to higher-paid ones, 
percentagewise. In two industries 
substantially within the Act, the 
impact of the minimum extended 
indirectly to wages of nonsub ject 
employees, especially where the 
employees worked in establishments 
which had subject workers also. 


1663 


ACT OF 1938 


The wage increase to 75 cents 
an hour after January 1950 was 
accompanied by a marked concentra- 
tion of workers at or very near 
the 75-cent level, especially in 
industries where time rates formed 
the basic pay system. Short-run 
indirect effects on wages already 
equal to or higher than 75 cents 
an hour were not great. 


After March 1950, economic 
influences other than the minimum 
predominated and affected wage 
relationships in a manner generally 
opposite to the short-run impact of 
the 75-cent rate. Because of this, 
some of the relative advantages 
gained by lower-paid workers hed 
been lost by the time of the final 
surveys taken. 


A comparison of changes in 
hourly earnings between 1938 and 
1951 in 17 selected industries 
showed that the minimum-vage in- 
fluence appeared chiefly respon- 
sible for a larger percent increase, 
in both money and real terms, for 
low-wage industries subject to the 
Act -than for the other industries 
analyzed. Here again, the percent 
earnings advances of workers in 
low-wage activities tended to fall 
behind those of workers in higher- 
wage activities when the upward 
pressure of the minimum was not a 
dominant factor. 
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CHAPTER 2 
EFFECTS IN THE SOUTHERN SAWMILLING INDUSTRY 


Background Data 


The industry discussed in 
this chapter incluies those 
establishments in 1 Southern 
States primarily engaged in saw- 
ing rough lumber and timbers from 
logs or bolts, or resawing lumber 
into smaller dimensions. ]/ In 
order to measure the effects of 
the 75-cent minimum in the in- 
dustry, field investigations were 
made by the U. S. Bureau of Labor 
Statistics both before and after 
January 25, 1959. The earlier sur- 
vey was taken during the last 
quarter (October-December) of 1949, 
the later survey during March 
1959. Only mills with at least 
eight workers were stuiied. In 
1949-50 there were about 5,300 
Southern sawmills of such em- 
ployee size, with an estimated 
total of 180,000 workers, 
Slightly over one-tenth of these 
mills, with nearly one-fourth 
of the 180,090 workers, were 
included in the sample for each 


Southern sawn is part of Indus- 
Mills, General,” whic’ 

of Major Group 24, "(Mamfacture of) 
lumber and Wood Prodwts (Exept 
Furniture)* of the Standard Industrial 
Classification (SIC) code of the 
Exeoutive Office of the President, 
Burean of the Budget, Nov. 1945. 

The 14 Southern States in which were 
located the mills discussed in this 
chapter are the following, classified 
by region: Southeast: Alabama, Florida, 
Georgia, Mississippi, North Carolina, 
South Carolina, Tennessee; Southwest: 
Arkansas, Louisiana, Oklahoma, Texas; 
Border States: Kentucky, Virginia, 

West Virginia. 


2/ Findings from the two investigations 
ve already been published by the 

U. Se Bureau of Labor Statistios in 

its Wage Structure Series 2, No. 76, 

lumber in the South 1949 and 1950. 


A third payroll investigation 
of Southern sawmills with eight or 
more employees was made during 
April 1953; its results throw 
light on the industry's wage pat- 
tern as it existed more than three 
years after introduction of the 
75-cent minimus. 


Wage Effects of Minimum-Rate 
Increase 


Because the March 1950 field 
stuiy of the industry was taken 
within two months after the 75- 
cent rate took effect, it shows 
only the immediate, short-run 
consequences of the higher minimun. 
This is an obvious limitation. 
But any later attempt to isolate 
minimum-wage effects would have 
been generally confused by the 
intervention of numerous other 
economic pressures arising from 
the business upsurge in this 
country after first quarter 1950, 
especially after the North Korean 
invasion in June 1950. The March 
1950 data, by contrast, reflect 
substantially the minimun-wage 
impact. 


A, General and occupational wage 
effects 
Tables 3 and 4, and Chart 2, 

point up the relatively low wages 
paid in the industry before in- 
troduction of the 75-cent rate. 
During last quarter 1949, 69 per- 
cent of plant workers earned less 
than 75 cents an hour and even 
average hourly earnings in the 
industry (69 cents) were below 
this amount. The adjustments 
required by the minimum-rate in- 
crease were thus significant. 


These adjustments included a 
marked alteration in the industry's 
wage distribution, caused chiefly 
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Table 3. Percent distribution of plant workers in Southern sammills, by evrerage 
hourly earnings, three payrel) perieds 1949-53 


1950 53. 
1953 
enn et web wenn at” 


werana bos 8oKn 
aenaowho 

ic 
anu ost aw 

le 


a/ Totals may not add to 100 because of rounding. 

b/ Less than 75 conts, 

Scaroer Us Se Department of Leber, Bureau of Labor Statistics. Date for 194 ani 
1950 from Wage Structure Series 2, No. 76: Lumber in the South 1949 and 
1950, Tables 4 ani 5, pre 9-10. Data for April 1953 from press release 
of August 14, 1953. 


Table 4. ‘Increases in average aeuty earnings of plant workers in Southern sa 
£, 1949-53 


Estimated increase 

in avge hrily. carn 

ings required to raise} Actual increase in avg. hrly. carm 
to 75 cents hrly earn 


Sources Computed from data of U. S. Department of Labor, Bureau of Labor Statis- 
tics. Date for 149 ami 1950 from Wage Structure Series 2, No. 76: 
Lumber in the South 1949 and 1950, Tables 4 ani 5, poe 310. Data for 
April 1953 from press release of August 14, 1953. 
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by changes at its lower end, and 
a@ resultant ll-cent advance in 
average hourly earnings to 80 
cents. By March 1950, the pro- 
portion of workers receiving less 
than 75 cents an hour had declin- 
ed to under one-tenth, most of 
those leaving the below 75-cents 
bracket being raised to an hourly 
average between 75 and 79.9 cents. 
The short-run impact 1/ of the 
new minimum also affected other 
hourly wages to some extent, 5 
more of every 100 plant workers 
receiving between 80 and 94.9 
cents an hour in March than in 
last quarter 1949. The wage 
structure at and above 95 cents 
showed little short-run change. 


Becausé so many employees 
were raised in hourly earnings 
from below 75 cents to the 75- 
79.9 cents class while few who 
originally earned 95 cents or 
mor? appeared to have received in- 
creases, a substantial narrowing 
of wage differentials resulted. 
"Some firms reported that ... 
fthis short-run effect/ was part- 
ly offset by reducing overtime 
for the less skilled workers 
and allowing their more skilled 
workers some overtime result 
in a larger take-home pay." 


That most of the short-run 
wage changes were made only to 
meet the higher legal r: quire- 
nents is evident from Table 4. 


In this chapter the “short-run® re=- 
ers to the period between last quarter 
1949 and Maroh 1950. 


2/ Use Se Department of Labor, Bursau of 

bor Statistics, Wage Structure Serics 
2, Noe 76, lamber in the South 1949 and 
1950, pe 1. 
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Direct pay adjustments needed to 
raise to 75 cents an hour earn- 
ings below that amount involved 

an estimated wage-bill increase 

of 14 percent. 1/ The actual short- 
run increase in average hourly 
earnings was very nearly that: 16 
percent. During the same time, 
incidentally, average hourly earn- 
ings rose only 2 percent for all 
manufacturing industries as a 
group. 2/ Between last quarter 
1949 and April 1953, however, aver- 
age earnings for all manufacturing 
activity rose 25 percent, 3/ an 
increase equal to that for the 
surveyed Southern sawnills over 
the same period (Table 4). The 
advance in all-manufacturirg aver- 
age earnings thus caught up with 
that in Southern sawmilling despite 
the marked upward short-run effect 
on the latter of the higher mini- 
mum; the three-year earnings in- 
crease between March 1950 and 

April 1953 in Southern sawmilling 
was only 8 percert: 6 cents an 
hour (Table 4). 


This 8-percent advance was 
accompanied by some widening of 
the wage structure of the industry, 
waich had been compressed by the 
short-rur impact of the minimuz. 


With but few exceptions, this esti- 
mated increase was higher than had been 
previously imposed on any industry or 
broad industry segment by industry— 
committee recommendation or by the 
statutory hourly minimums of 25 cents 
in 1938 and 30 cents in 1939. But any 
test of impact based on estimated per 
cent wage-dill increases is subject to 
various qualifying considerations, some 
of which are disoussed in Chapter 1, 
PPe Se. 


eo Se Department of Labor, Bureau of 
bor Statistics, Monthly Labor Review, 
Table Cal. 


3/Same. 
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This widening is shown by a disper- 
sion to higher wage levels of the 
marked concentration of workers 
earning below 80 cents an hour, from 
74 percent of total plant employees 
in March 1950 to 47 percent in 
April 1953 (Table 3 and Chart 2). 
It is shown too by the data on 


Table 5. 


STANDARDS ACT OF 1938 


occupational wage movements 
(Table 5). 1/ 


2/ The 9 ccoupations listed in Table 5, 
ranged from lowest to highest average 
hourly earnings as of last quarter 1949, 
were seleoted from the 29 key positions in 
the industry because, besides containing 
relatively large mumbers of plant workers, 
they accurately mirrored the behavior cf 
other low-, mediurm-, and high—wage jobs. 


Increases in average hourly earnings of plant workers in Southern sawnilis, 


by selected cooupation, a/ 1949-53 


Oot.—Deo. 1949 
Maroh 1950 


Ost.—Deo. Taq 
Maroh 


April 1953 


CotDes. 1949 
March 1950 


Oot.=Deo. 1949 
Maroh 1950 
April 1953 


Oct.=Deo. 1949 
March 1950 


7% 
7) 
3 
74 
84 
89 
ge 
107 
13 
131 
136 
144 
165 


a/ Employees are sawmill workers exept where they are specifically iniicated as 
logging workers. Operations exclusively logging were not surveyed but logging 
activities integrated with samzill operations were. 


Source: Computed from data of U. S. Department of Labor Statistics. 


Data for March 


1950 from Wage Structure Series 2, No. 76: lumber in the South, 1949 and 


1950, Tables 10 and 11, pp. 15-20. 
material. 


Data for April 1953 from unpublished 
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The low-wage nature of South- 
ern sawmilling is further evi- 
denced by data on occupational 
earnings. Of the 29 key occupa- 
tions in the industry, workers in 
23 received average earnings below 
75 cents an hour in last quarter 
1949. 1f The immediate conse- 
quences of the new minimum were 
greater on low-wage than on high- 
wage jobs. Between last quarter 
1949 and March 1950, average hour- 
ly earnings increased in the three 
lowest-paid sample occupations by 
18-2€ percent, in the three middle 
wage listed positions by 13-1, 
percent, and in the three highest- 
paid listed jobs by 6-9 percent. 
This impact variation served to 
narrow the range in occupational 
wage rates, 


The pattern between March 
1950 and April 1953 appeared re- 
versed, on the basis of somewhat 
limited data. During this three- 
year span, of the five Table 5 
positions for which April 1953 
wage data are available, the three 
lowest-wage ones gained in average 
earnings 4 to 12 percent, the two 
highest-wage ones 15 to 14 percent. 


Even so, percent wage gains between 


last quarter 1949 and April 1953 
were generally greater for the 
lower-paid jobs so that workers 

in them were relatively better off 
at the latter date. 


As noted in Chapter 1, one 
general effect worthy of investi- 
gation is the indirect influence 
of labor-stanmiards legislation on 
employees not subject to such 
legislation. The sawmill surveys 
permitted some inspection of this 
kind of influence. 









Department of labor, Bureau of 
bor Statistios, Wage Structure Series 
2, Noe 76, lumber in the South 1949 and 
1950, Table i, PpPpe 18-20. 


Loggirg workers 
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in plants with 12 or fewer log- 
ging employees are exempt fron 
the wage and hour requirements of 
the Fair Labor Standards Act. 
Tois exemption, found in Section 
13(a)(i5), was. provided by the 
1949 amendments to the Act. 


The field surveys in Southern 
sawmilling collected wage data for 
logging workers so exempt, and 
compared their earnings with those 
of sawnil)] workers in the sane 
plants. This information, smma- 
rised in Table 6, shows that the 
minimun-wage exemption has bean 
used little if at all in integrated 
plants with 12 or fewer logging 
employees. }/ The proportions of 
workers averaging subminimum wages 
in these plants were, in March 1950, 
9 percent of sawmill workers (pos- 
sibly engage! in intrastate commerce) 
ani 12 percent of logging personnel, 
and in April 1953, 1 percent of 
sawmill workers and 2 percent of 
loggers. Thus in each survey 
period the percent of exempt log- 
gers receiving below 75 cents an 
hour was not much more than that 
of nonexempt sawnill workers. The 
wage distributions for the two 
types of workers, especially in 
the earrings intervals below 80 
cents an hour, were a)so very 
similar in each survey period; evi- 
dently the same rates were paid 
for jobs of conuparable skills, train- 
ing, experience, and responsibility 
whether or not employees were 
legally exempt from the ninimun. 
Perhaps this was because of such 
considerations as personnel morale 
ani competition for labor. 

Operations exolusively logging and no} 
tegrated with sawnilling were not sur— 
veyed, so the indirect effects of the 75- 


cent rate on exempt loggers employed in 
such operations could not be determined. 








25 
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Table 6. 


earnings, 


Oot.—Deo. 1949: Sawmill workers 

Logging workers 
March 1950: Semill worka's 
Logg ing workers 


Peroent distribution of sawmill and logging workers 
Southern sa@mills with 12 or fewer logging workers, 
three payroll periods 1949-53 


AMEND FAIR LABOR STANDARDS ACT OF 1938 


in integrated 
average hourly 


Percent of plant workers receiving svg. 
hourly earnings (cents) of: ¥ 


A South sewmilis with 12 or fewer or estinated 
a/ In integrat ern loggers, ‘o.00" 


was about 000 samill and 18,000 


legging workers in 1949-50, 


O00 logging workers in April 1953. 
b/ Totals may not add to 100 because of rounding. 


Source: U. S. Department of Labor, Burem of Labor pea 


1950 from Wi 


1950, Table 6, pe ll. 


psn eee oe No. 76: 


Data for April 1953 from unpublished material. 


B. Regional wage effects 


As might be expected, the 
lower the average hourly earnings 
in last quarter 1949 and the high- 
er the proportion of plant workers 
then receiving less than 75 cents 
an hour in a given region, the 
greater was the immediate impact 
of the new minimum. This is shown 
in Table 7-the lowest-wage South- 
east region had the largest, the 
highest-wage Border States the 
smallest, short-run increase in 
average earnings. This caused a 
significant narrowing of spreads 
between regional wage levels, from 
a 15-cent difference between 
lowest and highest regional average 
earnings in last quarter 1949 to 
a 6-cent difference in March 1950. 


A slight reversal of pattern 
between March 1950 and April 1953, 
with the lowest-wage area having 
the smallest average-earnings 


advance, was not enough to erase the 


contracting impact of the 75-cent 
rate on wage differentials among 
the three regions. In April 1953 
as against last quarter 1949, 
average earnings in the low-wage 
Southeast were closer to those in 
the middle-wage Southwest, which 
in turn were closer to those in 
the high-wage Border States. 


Regional wage distributions 
are shown in Table 8. These dis- 
tributions emphasize that the 
short-run earnings advances were 
primarily the direct effects of 
required increases in rates below. 
75 cents. During October-December 
1949, the proportion of plant 
workers averaging below 75 cents 
an hour was over three-quarters 
in the Southeast, almost two- 
thirds in the Southwest, and more 
than two-fifths in the Border 
States. Most of these employees 
moved into the 75-79.9 cents 
earnings class by March 1950; 
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Tadle 7. ‘Increases in sverage hourly earnings of plant workers in Southern 
» by region, 1949-53 


pale esate, on, etl Frm, onal 


Seurce: Computed from data of U. S. *% of Labor, Bureau of Labor Statistins. 
Data for Meroh 1950 from Wage ture Series 2, No. 76: Lumber in the 
South 1949 and 1950, Tables 4 and 5, pp. >. Data for April 1953 from 
press release of August 14, 1953. 


Table & Peroent distribution of plant workers in Southern sawmills, by average 
hourly earnings and region, three payroll periods a 
pa outneass bag f gn SS 


een hee es sie 


7 


onwS3SEu 
ic 


Mo Hus aroun Ro8u 
WH Hw no 
enuwvi ook 


Totals may not add to 100 because of rounding. 
Less than 75 oents. 


| tr mecty tag of 1 percent 
U. S. Department of Labor, Bureau labor Statistics. Data for 154° and 
1950 from Wage Structure Series 2, No. lamber in the South 1949 ani 1950, 
Tablea 4 and 5, pp» %10. Data for April 1053 from press release of August 14, 
1953. 
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there was only minor indirect 
upward pressure on higher pay 
rates. 1/ Each region experi- 
enced a narrowed wage structure 
in the short run. 


But by April 1953 this com- 
pression appeared to have been 
somewhat relieved, the regional 
structures showing dispersions 
of the worker concentrations 
which existed at rates below 80 
cents an hour (Table 8). This 
dispersion was most markei in 
the highest-wage Border States 
and least marked in the lowest- 
wage Southeast region, the one 
most substantially affected by 
the 75-cent rate. 


C. Other wage effects 


Tables 9 and 10 compare 
short-run effects of the 75-cent 
minimum on lower-paying and high- 
er-paying Southern sawmills. The 
tables group surveyed establish- 
ments according to their average 
earnings in last quarter 1949, in 
ascending order. Within this 
arrangement, Table 9 sumarises 
the extent of short-run average- 
earnings advances (and compares 
them with estimated directly re- 
quired increases) while Table 10 
presents wage frequency distri- 
butions before and after intro- 
duction of the 75-cent rate. 


Short-run effects are simi- 
lar to those already described 
in this chapter: 


1/ That most of the regional short-run 
a ® increases were direct 
results of required adjustments to the 
new minima is also evident from the 
fact that the estimated increase needed 
to raise to 75 cents an hour cam 

below that amount and the actual short— 
run increase were the same in two 
regions and nearly the same in the third 
(Table 7) 
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1. The lower the average plant 
earnings in last quarter 1949, the 
larger the increase by March 1950 
(Table 9). By the latter date hour- 
ly earnings were raised 42 
in the lowest-paying plants, 1 per- 
cent in the highest-paying ones. 
Between these two extremes, there 
was a consistent inverse relation- 
ship between initial average earn- 
ings and short-run advances in then, 


2. This inverse relationship 
narrowed spreads between plant aver- 
ages. The difference between lowest 
and highest average plant earnings 
in March 1950 was only 18 cents 
compared to 39 cents in last quarter 
1949 (Table 9). 


3. The lower the average plant 
earnings in last quarter 1949, the 
higher the percent of workers aver- 
aging below 75 cents an hour (Table 
10). The proportion of workers 
earning less than 75 cents an hour 
varied from 95 percent in the low- 
est-paying plants to 12 percent in 
the highest-paying ones. 


The major part of the short- 
run average-earnings advances were 
caused by wage adjustments directly 
needed to meet the new minimum. 

This is seen in Table 9 by comparing 
required and actual pay increases 

and also in Table 10, which shows 
that wage-structure changes rrimarily 
involved shifts of workers from below 
75 cents to 75-79.9 cents an hour. 

A pattern of minor increases occurred 
in the proportion of those averaging 


89 cents an hour or more, 


5. Because of the greater 
short-run impact on their lower 
ends, plant wage structures were 
narrowed in their range of pay rates. 
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Table Se Increases in sverage hourly earnings of plant workers in Southern 
sawmills, by plants grouped acoording to their last-—quarter 1949 
e hourly earnings, 1949-50 
ee ie aa OO 


to raise to 75 cents hriy. 


Source: Computed from wmpublished dats of U. S, Department of Labor, Burcau of 


Labor Statistics. 


In March 1950, these structures 
were extremely compressed, with 
7 or more of every 10 plant work- 
ers averaging between 75 and 
4.9 cents an hour in every plant 
earnings group except the two 
highest (Table 10). 


Wage movements between March 
1950 and April 1953 tended to re- 
verse the short-run impact of the 
minimun-rate increase by widening 
spreads between plant average 


earnings. The difference between 
lowest and highest plant earnings 
in April 1953 was 29 cents 

(Table 11) compared to 18 cents 
in March 1950. But the larger 
advances occurring in the higher- 
paying mills over the three-year 
interval were not enough to 
restore plant earnings differen- 
tials to their levels as of last 
quarter 1949 when the spread 
between lowest and highest plant 
average earnings amounted to 39 
cents. 
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Table 1. 


Percent distribution of plant workers in Southern sammilis, by average 
hourly earnings and by plants grouped scoording to their last-quarter 
we eaten eeereoanaadtetenet tren eaeeete 
Plants with avg. eroe: 

brlye earnings 

(cents) in Octe= 

Deo 





Totals may not add to 100 because of rounding, 
B/ Less than 75 cents, 


¢/ Less than half of 1 percent. 
Sources lished dats of U. S. De 


of Labor, Pureau of Labor Statistics, 
Table ll. 


Percent distribution of plant workers in Southern sawmills, average 
hourly earnings and by plants @rouped scoording to their Apr 953 
average ae Bn 1953 
a with avg. 
e earnings 


Toaeeel in April 
1953 of: 


Source: Unpublished date of U. S. Department of Lebar, Burean of Labor Statistics, 


/ Totals may not aid to 100 because of rounding. 
b/ Less than half of 1 percent. 
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Between 1950 and 1953, some 
of the wage-structure compression 
effected by the amended minimum 
was reduced, at least in the 


A. Effects on establishment 
mortality and employment 


The number of sawmills with 
eight or more employees increased 
slightly between last quarter 
1949 and March 1950, from an es- 
timated 5,292 to 5,350. At the 
same time, however, about 1 or 
2 percent of the plants con- 
tacted during the first survey 
went out of business between then 


1/ 411 material in this section on 
nomrage effects, unless otherwise 
credited, from U. S. De of 
Labor, Bureau of Labor Statistics, 
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and March 1950. This seems a 
very emall proportion vhen 
compared to normal turnover in 
the industry and especially vhen 
compared to predictions which 
had been made as to the large 
number of sawmills vhich would 
be forced out by the higher 
minimum. 


The adjustments required by 
the 75-cent rate on mills which 
went out of business by March 
1950 did not appear to have been 
greater than for Southern sav- 
mills as a whole. In last quarter 
1949, the mills which were sodn 
to become inactive averaged the 
same hourly earnings as did 
Southern sawmills as a group--69 
cents, and had an approximately 
equal proportion of workers 
earning less than 75 cents an 
hour. None of the operators of 
the closed mills held the 75- 
cent minimum solely responsible. 
The industry is one of many small 
plants with easy entry and exit, 
and is characterized by a high 
rate of establishment turnover, 
if only because of exhaustion of 
local timber supplies. 


In Southern sawmills with 
eight or more workers, total 
employment fell between last 
quarter 1949 and March 1950 
about 2 percent, from 180 to 
176 thousand. These are esti- 
mated figures; the sampling 
methods used were not designed 
to accurately measure employ- 
ment changes between the two 
survey dates. Some firms 
indicated they had been forced 
by the higher minimum to lay 
off some of their less able, 
usually their older, workers. 
The estimated employment 











been the sole cause, the largest 
employment curtailment might 
have been expected in the lowest- 
wage region, the Southeast. But 
this area, with over half the 
workers in the industry, had a 
short-run employment decrease of 
only 1 percent. Meanwhile, a 5- 
percent decline was experienced 


in the middle-wage Southwest States, 


& 2-percent increase in the high- 
wage Border States. 


B. Effects on capital expen- 


ditures and production methods 


Few mechanical devices are 
profitably adaptable to the 
operations of the smaller mills. 
For plants with larger volumes, 
mechanical stackers are evidently 
economical because in March 1950 
many of the larger firms vere 
either using them or planning to. 
The installation of this labor- 
saving equipment had been going 
on for some time before the new 
minimum, and though the higher 
rate might perhaps be expected 
to have quickened the trend, 
there was no direct evidence of 
any such acceleration. 


C. Effects on hours of work 


Since the Fair Labor Stand- 
ards Act requires payment at 






2/ an analysis of production-worker 


seasonal 

five months of cach year. 
employment data in U. S. Department of 
Labor, Bureau qf Labor Statistios, 
Monthly Labor Review, Table 4-3.) 


AMEND FAIR LABOR 


STANDARDS ACT OF 1938 


premium rates for work in excess 
of 40 hours in any one workweek, 
the higher minimum may have 
caused some employers to elimi- 
nate or curtail overtime work. 
This was a noticeable effect in 
Southern sawmills. A workweek 
of 40 hours or less was stand- 
ard in 80 percent of the plants 
surveyed in March 1950 as against 
72 percent of those visited in 
October-December 1949. Thus, 8 
of every 100 mills shifted from 
a scheduled workweek of over 

40 hours to one of 40 or less. 1/ 


Employees may actually work 
many hours over the scheduled 
weekly number. As noted earlier, 
some firms reported that the 
narrowing of wage differentials 
caused by the new minimm vas 
partly offset by reducing over- 
time work for less skilled 
workers while continuing it for 
the more skilled, better-paid 
ones. Statistics on average 
weekly hours actually worked 
(rather than only scheduled) by 
production workers in Southern 
sawmills showed a decline from 
an average of 42.8 in last 
quarter 1949 to 40.7 in first 
quarter 1950. Though part of 
this decline may have been 
seasonal, an inspection of 
quarterly averages of weekly 
hours worked by production 


workers in Southern sawmills from 


1949 through 1952 shows the 


average for first quarter 1950 


Most of this shift coourred in the 
‘theast, where 13 percent of all 


the plants switched to a 40-hour 
workweek or less. In the Southwest 
and Border States, only about 2 
percent of the sampled mills made 
gach a change. 
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to be the lowest of all. 1/ 
D. Effects on product prices 


Prices for Southern pine, 
she chief product of the South- 
ern sawnills, rose only slightly 
between January and April 1950, 
then increased sharply (Table 
12). The January-April advance 
may have been influenced by the 
new minimum, though demand or 
other factors may have been 
involved too. Rising prices 
from May 1950 on were probably 
caused chiefly by an increased 
lumber demand occasioned by the 
building boom then in progress. 


Date on average hors in 

© paragraph from U. S. Department 
of Labor, Burem of labor Statistics, 
Monthly labor Review, Table C-1, 
The BLS series on average weekly hours 
of production workers in Southern 
— was not begun until Jamary 

. 


Table 12, Index of wholesale price of 
Southern pine, by month, July 1949 
through December 1990 


( 1947—49=100 ) 


95 
96 
96 
97 
102 
105 
108 
120 
128 
121 
116 
116 


a/ Boards No, 2 or better, 1x6, carload 
te F.O.B. mill, 


Scurces U. Sy Department of labor, 
Burem of labor Statistics, Division 
of Prices and Cost of living. 


Summary of Effects 


The 75-cent minimum had a 
marked short-rur. impact on the 
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wage structure of the industry. 
Its influence was greater on 
lower-level wage rates than 

on middle-level rates, and on 
middle-level rates thar on 
upper-level ones; this tendei 

to narrow earnings differentials 
within industry, regional, and 
plant wage distributions. It 
benefited exempt logging employ- 
ees in integrated sawnills 
almost as much as nonexempt 
workers. Its upward effects 
were more sutstantial in lower- 
wage than in higher-wage regions, 
occupations, and establishments; 
it thus exerted a contracting 
pressure on wage spreads between 
regions, between occupations, 
and between plants. The lower- 
paid units were brought closer 
to the higher-paid ones, in both 
percent and cents-per-hour terms. 


The wage movements which 
took place in the industry 
between March 1950 and April 
1953 reversed some of the leveling 
results of the higher minima, 
The wage structure of the in- 
dustry was widened as concentra- 
tions of low-level earnings 
were somewhat dispersed. Most 
of this dispersion occurred in 
the higher-pay regions and 
mills. Percent gains in average 
earnings were larger in the 
higher-wage occupations and 
regions than in the lower-wage 
ones, though this was not 
enough to completely dissipate 
the narrowing impact of the 
75-cent rate; over the entire 
1949-53 period studied, per- 
cent advances in pay levels 
were larger in the lower-wage 
jobs and regions. Though 
they cannot be so clearly shown, 
the wage relationships between 
higher-paying and lower-paying 
mills from 1950 to 1953, and 
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from 1949 to 1953, were apparently 
affected in much the same way as 
were relationships among occupa- 
tions and among regions. 1/ 


Because required wage ad- 
justments were large, it might be 
expected that the nonwage changes 
caused by the new minimum would 


They cannot be so clearly shown 
se available plant carnings data 
are not directly rable over the 
years, the 1949-50 % classification 
being based on last-qarter 1949 plant 
earnings, the 1953 olasai fication on 
April 1953 plant earnings. 
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also be great. Yet the deternin- 
able influences of the 75-cent 

rate on factors other than earn- 
ings were not generally substantial 
at the time of the March 1950 
survey. This may have been the 
longer-run result, too, even without 
the building boom which developed 
early in 1950, but the stimulus to 
lumber demand and prices created 
by that boom undoubtedly strength- 
ened the industry's ability to 

pay the higher minimun, 
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CHAPTER 3 
EFFECTS IN THE FERTILIZER INDUSTRY 


B Data 


In 1947 there were 704 estab- 
lishments in the United States 
primarily engaged in manufacturing 
mixed fertilizers from one or more 
fertilizer materials produced in 
the same establishment, or in mix- 
ing fertilizer from purchased fer- 
tilizer materials. 1/ In early 
1950 the industry had an estimated 
663 plants with eight or more em- 
ployees, with 32,500 workers in 
them; of these plants and workers, 
over two-fifthswere located in 
the Southeast. 2/ Another fifth 
of the establi ts with eight 
or more employees, and of total 
employees in such establishments, 
were located in the Border and 
Southwest States. Thus the indus- 
try is primarily a Southern one. 
Minor concentrations of activity 
existed in 1950 in the Great Lakes 
and Middle Atlantic areas. 


To study the impact of the 
minimum-wage increase, field in- 
vestigations both before and after 
January 25, 1950 were made by the 
U. S. Bureau of Labor Statistics. 
The earlier survey was taken dur- 
ing March-April 1949, the second 











2/ U. S. Bureau of the Census, U. S. 
Census of Mamfactures, Vol. II, 
Pe 419, The industry is mmbe red 
287 in the Standard Industrial 
Classification code of the Exeou- 
tive Office of the President, 
Bureau of the Budget, Nov. 1945, 
and is part of SIC Major Group 28: 
(Mamfacture of) Chemicals and 
Allied Products, 


2/ Date in this sentence and in re- 
mainder of paragraph from U, S. 
Department of labor, Bureau of 
labor Statistics, Wage Structure 
Series 2, No. 77, Fertilizer 194 
and 1950, Table 1, pe 6+ 


35 


about a year later during April- 
May 1950. The sample for each 
survey included half the plants 
having eight or more employees, 
with two-thirds of all the work- 
ers in establishments of that 
employee size. 1/ 


Wi Effects of Minimum-Rate 
Increase 


Like the Southern sawnill- 
ing study, the fertilizer inves- 
tigation made in April-May 1950 
occurred so soon after the 75- 
cent rate became effective that 
only the immediate, short-run 
consequences of the higher mini- 
mum are determinable. Though 
the early survey date has this 
limitation, it has at the same 
time the advantage of avoiding 
the economic pressures generated 
by the business upswing in this 
country after the North Korean 
invasion in June. 


The first of the two sur- 
veys was taken during the indus- 
try's 1949 peak operating period 
rather than during later months 
of slacker activity even though 
these would have more immediate- 
ly preceded the effective date 
of the 75-cent rate. (The more 
active season in fertilizer 
manufacture occurs during the 
first five months of each year, 
with a peak in March and April.) 
Selecting a survey period as 
much as nine to ten months before 
January 1950 has at least one 
major disadvantage, that during 


1/ Findings from the two surveys have 
already been published by the U.S. 
Bureau of labor Statistics in its 
Wage Structure Series 2, No. 77, 
Fertilizer 1949 and 1950, 
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this interval pay and other 


last quarter of that year. 1/ 
This may have resulted from 
anticipation of the minimm-rate 
increase, or it may have been a 
seasonal advance. 2/ It may also 
have been partly due to 

run labor-market forces. 


fom an average of $1.06 for Mara 
April to $1.06 for October througs 
December ( figures include premium 
pey for overtime and night work). 
Source: U. S. Department of labor, 
Bureau of labor Statistics, 

labor Review, Table C-l. 


“Hourly earnings for the spring 
peak tend to fall below carnings 
for earlier and later monthseee 
This phenomenon may be explained 
by the hiring of additional worb- 
ers at minimum rates during the 


U. S. Department of labor, Buresn 
of labor Statistics, labor 
Review, August 1943, “Hours and 
Earnings in the Fertiliser Indus— 
try, Jamary 1943," p. 339. 


Average hourly earnings for ferti- 
liser p on workers showed a 
steady advance during the postwar 
years, from 85 cents (1946) to 94 
ocnts 2g to $1.02 (1948) to 
$21.06 (1949). (RFigures include | 
premium pay for overtime and night 
work.) Source: U. S. 

eof labor, Bureau of labor Statis- 
tios, Monthly labor Review, Table 


A. General and occupational 
wage effects 


Wage distributions in ferti- 
liser plants at the time of the 


» the chief changes were 
1) an increase of 5 cents (5 
percent) in average hourly earn- 
ings, from 92 to 97 cents, (2) a 
decrease in the proportion of 


Table 13. Percent distribution of 


a/ eee ale See SEE WS SEY Seta 
° rounding. 


/ 


Source: U. S. Department of labor, 
Burem of labor Statistics, Wage 
Structure Series 2, No. 77: Ferti- 
liser 1949 and 1950, Table 3, p.8. 
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plant workers averaging under 75 
cents an hour, from 24 to 5 percent, 
(3) an increase in the percent of 
workers averaging 75~-77.4 cents an 
hour, from 9 to 23 percent, (4) no 
change in the proportion of workers 
earning from 77.5 cents to $1.249 
an hour, and (5) an increase in the 
percent of workers earning $1.25 or 
more, from 13 to 17 percent. 


The most substantial of these 
changes was the transfer of most of 
the workers earning below 75 cents 
ap hour in 1949 to the 75-77.4 


of other movement in the pay struc- 
ture except in the highest-wage 
levels, those of $1.25 an hour or 
more. Apparently employers did only 
what was directly necessary to sat- 
isfy the amended requirements of the 
Act and little else (except to in- 
crease the hourly earnings of some 
higher-wage workers to $1.25 or 
more). Because the 75-cent rate 
appeared responsible for relatively 
marked adjustments at the lower end 
of the wage scale but only minor 
indirect changes at the upper end, 
its immediate impact narrowed per- 
cent wage differentials within the 
industry. 


This compressing effect on the 
industry's wage structure is show, 
too, by movements in occupational 
earnings (Table 14). 1/ The 


1/ The 9 cocupations in Table 14, 
arranged from lowest to highest 
average hourly earnings as of March- 
April 1949, were selected from the 
25 key positions in the industry be- 


influence of the 75-cent rate 
appeared to be greater on the 
lower-wage occupations. Differ- 
ences in increases among occupa- 
tional average earnings were not 
large, but the pattern was fairly 
consistent. Hourly earnings 
advances in the four lower-paid 
jobs varied from 7 to & percent, 
in the five higher-paid positions 
from 0 to 5 percent. The short- 
run impact of the minimm-rate 
increase thus narrowed percent 
wage spreads among occupations, 
though, partly because required 
adjustments to the 75-cent rate 
were on the whole not very great 
in fertilizer plants, the extent 
of such narrowing was not sub- 
stantial. 


Almost one-fifth of plant 
workers in the fertilizer indus- 
try were estimated to be employed 
in 1949-50 in establishments 
classified by their owners as 
engaged in intrastate commerce, 
Since employees engaged in intra- 
state commerce or in the pro- 
duction of goods for intrastate 
commerce are not covered by the 

s of the Fair Labor 
Standards Act, an investigation 
of their wages may throw some 
light on the indirect influence 
of minimum-wage legislation in 
areas outside the scope of such 
legislation. It may be recalled 
that the surveys of Southern 
sawmilling similarly permitted 
inspection of this sort of indir- 
ect consequence, in that case in 
connection with exempt logging 
workers. 


: 
' 
i 
& 
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Table 14. Increases in avermge hourly earnings of workers in fertiliser 
establishments, by selected coapation, United States, 1949-50 


Mare-ipr. 1994 
Apretiay 1950 
Mare~ipre 190 
Apretfy 1950 
Mar.~ipr. 194 
Aprethay 1950 
Mare<dipr. 190 
Apretfiay 1950 


NEE een eee haa eablloailall 


a * 3950 108 
Wo forenca, process~ 
———— 
y 1950 2 
Mechanios, maintename: Marewipr. 1949 Sal 
Apr. 1950 ° 


Source: Compated fromU. S. Department of labor, Bureau of labor Statistics 
Mage Stmoture Series 2, No. 771 Fertiliser 194 and 1950, Tables 10 ant 


Se ee ee 


= 15 compares 1949 and cent advance in average hour 


1950 wage structures in "inter- 
state" and "intrastate" plants. 
Pay scales in plants with intra- 
state business were mich the lowe 
of the two. In 1949, average 
hourly earnings in the "intra- 
state” establishments were 76 
cents compared to 96 cents in the 
"interstate" units and the propo 
tion of “intrastate” workers aver 
aging under 75 cents an hour was 
about half as against only one- 
fifth for "interstate" employees. 


Short-run changes in the 
wage scales of “interstate” and 
"intrastate" plants were similar 
to each other and to those for the 
industry as a whole. Both estab- 
lishment types experienced a 5- 


y 
earnings 1/ and a wage-structure 
shift consisting primarily of a 
substantial transfer of workers 
from below 75 cents to 75-77.4 
cents an hour. In both cases 
there were relatively minor 
changes at hourly wage levels 
from 77.5 cents up. The higher 
minimum thus evidently influenced 
noncovered wages since these rose 
along with covered ones. 


1/ Of which, in the "interstate" 
establishments, 2 cents represents 
the estinated cost of direct pay 
adjustments needed to raise to 
75 cents an hour earnings below 
that amount. (Computed from source 
data for Table 15.) 
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Table 15. Percent distriution of plant workers in fertiliser establishments, by 
qveenge heusly SO0iags <a Saneettate os Satenstate atase of Taslaess 9, 
Uni States, two payroll periods 1949-50 


establishnent as being engaged in interstate or intrm— 

on fima's own opinion, Almost one-fifth (17 percent) of 
all plant workers in the industry were estimated to be employed in 1949-50 in 
yonabe cnaoeathes oo comes te ‘te commerce, the rest being in plants 
Classified as engaged in interstate commerce, 


b/ Totals may not add to 100 beomse of rounding. 
o/ lese than half of 1 percent. 


Sousce: U. S. Department of labor, Bureau of labor Statistios, Wage Structure 
Series 2, No. 77: Fertiliser 1949 and 1950, Tables 4 ant 5, pp. 910. 


But the impact of the amend- | can also be seen by comparing 
ed minimum was less marked on the 1950 proportions of submini- 


"intrastate" fertilizer workers mum-wage workers in nonsubject 
and subject segments of each in- 
dustry: 29 percent in "intra- 
state” fertilizer mills but 
virtually none in "interstate" 
mills, 12 percent for exempt 
loggers and nearly the same 
ratio—9 percent—for sawnill 
workers not exempt under section 
13(a)(15) of the Act. 


Qne possible reason for this 
disparity of imdirect effect is 
the fact that exempt loggers were 
employed in the same mills as 

Table 6. were nonexempt sawmill workers 
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whereas noncovered and covered 
fertilizer vorkers vere employed 
by different operators in different 
plants. Personnel morale may suf- 
fer were an employer to differenti- 
ate in pay rates between employees 
simply because some are legally 
entitled to the minimum vage while 
others are not. To the extent this 
is an important factor, the minimm 
wage is more likely to affect the 
pay of non-subject employees when 
they work in places which also have 
a substantial proportion of subject 
employees than when they work in 
plants where most of the labor 
force are outside the scope of the 
Act. 1/ 


B. Regional wage effects 


These effects are summarized 
in Tables 16 and 17, which arrange 
the regions in ascending order of 
average hourly earnings in March- 
April 1949. Table 16 sho; an 
earnings increase between 1949 and 
1950 in every region, with the 
largest percent advances in the two 
lowest-vage areas. But the in- 
creases in these two areas, the 
Southeast and Southwest, and also 
the increase in the third low-wage 
region, the Border States, were 
probably effected in a different 


2/ Another possible cause for the 
disparity in indirect effects of 


way from those in the rest of the 
country. Increases in the three 
Southern regions appeared due 
chiefly to required adjustments to 
the higher minimum. This vas 
evidenced by transfers between 

1949 and 1950 of substantial pro- 
portions of Southern workers from 
below to 75 cents an hour or imme- 
diately above, and at the same 
time, relatively little change in 
the middle and wage-structure 
sectors (Table 17). Average- 
earnings increases in the five non- 
Southern regions were likely caused 
by factors other than the higher 
minimum, including perhaps the 
longer-run labor-market influences 
noted earlier in this chapter (see pp. 
35% above). These five regions 
had very few workers earning below 
75 cents an hour in 1949, and the 
wage-structure changes occurring 
between then and 1950 involved 
transfers of vorkers from the 
hourly earnings classes below $1.25 
to that of $1.25 or more (Table 17). 


Regional data permit more 
Getailed analysis of the wage- 
distribution changes for the entire 
industry which are summarized in 
Table 13. It is likely that the 
shift between 1949 and 1950 of a 
substantial number of vorkers from 
below to the 75-cent earnings level 
or immediately above was caused 
mostly by wage movemen‘.s in the low- 
wage Southern areas. At the same 
time, the pay movements in the non- 
Southern areas vere probably chiefly 
responsible for the 1949-50 jump in 
the industry's proportion of 
workers earning $1.25 or more an 
hour . 


In the three Southern regions 
where it caused significant lower- 
level wage adjustments, the higher 
minimm reduced percent wage 
spreads within regional distributions. 











1686 AMEND FAIR LABOR STANDARDS ACT OF 1938 










Its effects also served to bring 
pay levels in these three regions 


closer to those prevailing through 
out the rest of the country. 


A. Effects on establishment 
mortality and employment 


Though these effects were not 
specifically investigated, there 


Nonwage Effects of Minimum-Rate 
Increase 


Table 16, Inmreases in average hourly s of plant workers in fertilizer 
establishaents, by region, s/ ted States, 1949-50 

















Southeast: . 74 

Apre-May 1950 80 

Southwest: Mar-Apr. 1949 79 

Apre-ay 199 5 

Border States: Mar-Apr. 1949 100 

Apr.=<uay 1950 103 

New England: Mar-Apr. 1949 101 

Apre-May 1950 102 

Middle Wests Mare—Apre 1949 103 
Apr-May 1950 

Middle Atlantic:  Mare-ipr. 194 ~ 

Apre-May 1950 1 

Great Lakes: Mare—Apr. 1949 _ 

128 

133 


af Shctae dn cot engien.cun a0 ORioue 
Southeast: Alabama, Florida, Georgia, Mississippi, North Carolina, South 


Oklahoma, T 
Border States: Deleware, District of Columbia, Kentucky, Maryland, Virginia, 


West Virginia; 
on ee Connectiout, Maine, Massachusetts, New Hampshire, Rhode Islani, 
ermont; 
Middle West: Kansas, Missouri, ee Dakota, South Dakota; 
Middle Atlantic: Jersey, New York, Pennsy- 


Great Lakes: Illinois, Iniiana, Michigan, Minnesota, Chio, Wisconsin; 
Pacific: California, Nevada, Oregon, Washington. 


Sourcer Computed from U. S. Department of Labor, Burem of Labor Statistios, Wage 
Structure Series 2, No. 77: Fertiliser 1949 ani 1950, Table 3, p. 8 


42 
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Table 1? Percent distribution of plant workers in fertiliser establishments, 


~ »~S of SE 
8% &S SE BB 


Sf £Es 


£S 


a/ Totale may not add to 100 because of rounding. 
b/ Less than half of 1 percent. 


Source: U. S. Demrtment of labor, Bureau of Labor Statistics, Mage Structure 
Series 2, Noe 77: Fertilizer 1949 ani 1950, Table 3, ps. 8. 


was evidently no decline in the the 1949 investigation. 1 
number of fertilizer plants with It is unlikely that this employ- 
cee ee 1/ Mooording to U.S. Bureau of Labor 
were 663 such establishments dur- Stetistive ectinates in ite Wage 
ing the 1950 survey compared to Structure Series 2, No. 77: Perti- 
662 in March-April 1949. 1/ In lizer 1949 and 1950, Table 1, pe 6. 
plants of this employee size, the ie we ee et 

or 
1950 study showed an employment 2/ ee ~ ge a ing 
total of 32.5 thousand, an amount Sane cuinetie io mhe ¢ Fe 
smaller by 1.4 thousand than the @uction workers fell between March- 
total of 33.9 thousand shown by 


Pi 
5 
; 
| 


Sa 


2/ scoording to U. S. Bureau of Labor 
Statistics estimates in its Wage 
Structure Series 2, No. 77: Fer- 
tiliser 1949 and 1950, Table 1, p. 6. and Employment Statistios. 


aaa le i 
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ment decline was influenced very 
much by the higher minimm 
because there was little correla- 


tion within regions between impact 


and employment changes. Thus the 
Southeast States and the Great 
Lakes area had equal proportion- 
ate employment decreases though 
the former region was greatly 
affected by the 75-cent rate, the 
latter hardly at all. The South- 
west and Border States, experi- 
encing substantial wage ad just- 
ments because of the minimm- 
rate amendment, had percent 
declines in employment smaller 
than those in the majority of 
other regions. 1/ 


B. Effects on capital expen- 
ditures and production 
methods 


During the six-month period 


lishments reported the installa- 
tion of labor-saving equipment. 
Belt conveyors and improved sew- 
ing machines were most frequently 
mentioned. Employers also 
reported taking measures to in- 
prove plant operating efficiency. 
However, since no questions were 
asked by field representatives 
about the motivations behind 
these installations and changes 
in production methods, it is not 
known to what extent they were 
inspired by the minimm-vage 
increase. 


During the years immediately 
preceding the new minimm, the 
industry appeared to be progres- 
sive in its technical methods. 

from U. &. 
Labor, Burean of Labor Statistics, 
Wage Structure Series 2, No. 77: 
é. 1949 and » Table 1, 
Pe 







































Average man-hours expended per ton 
for all reported fertiliser pro- 
ducts fell steadily over the 
years 1946-49, from 2.1 in 1946 
to 1.8 in 1949. 1/ According to 
a U. S. Bureau of Labor Statis- 
tics survey of fertilizer manu- 
facture for 1948, of the 86 
plants supplying information on 
this point, 60 reported equipment 
installations in 1948, 26 - 
ed no equipment changes. 2 
During that year many establish- 
ments improved plant layout by 
rearranging delivery, loading, 
and storage facilities. 3/ Ina 
similar survey of 1949 operations, 
of 79 plants indicating whether 
or not they had introduced capital 
equipment, 33 stated they had done 
so. 4/ Unit man-hours vere 
further reduced in 1949 by "im- 
proved systems of unloading and 
weighing raw materials," and "by 
improved methods of bagging, 
sewing, and loading finished 
goods." 5/ 


In view of the high postwar 
rate of technological innovation 
in the industry, it would seem 
that the technical change report- 
ed in the April-May 1950 field 
study was merely a continuation 
of that pattern and was on the 
whole independent of the minimm- 


Trends in Man-Hours Expeaded per 

e of Fertiliser, 
issues for 1946 to 1947, pe. 11; 
1947 to 1948, pe 73 1948 to 1949, 
Pe 8 

2/ Same, issue for 1947 to 1948, p. 2. 

3/ Sem, issue for 1947 to 1948, p. 2. 

4/ Same, issue for 1948 to 1949, pe lL. 

/ 


Same, issue for 1948 to 1949, pe 3 
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C. Effects on hours of work 


Increasing the minimum hour- 
ly straight-time rate also in- 
creases the minimm premium rate 
for work in excess of 40 hours in 
any one workweek. But scheduled 
hours of. work in covered ferti- 
lizer manufacture vere apparently 
not affected much, if at all, by 
the 75-cent wage. Of total men 
plant workers in “interstate” 
fertilizer plants, the proportion 
who worked scheduled weekly hours 
of 40 or less rose only slightly 
between the 1949 and 1950 survey 
dates, from 76 to 77 percent. 1/ 


In “intrastate” establish- 
ments, interestingly enough, the 
proportion of men plant employees 
working scheduled weekly hours of 
4O or less rose between 1949 and 
1950 from 58 to 66 percent. 2/ 
Though this shift, much larger 
than that in covered plants, may 
have occurred for any number of 
reasons, one of them may have 
been the “intrastate"-plant in- 
creases in straight-time rates 
which followed introduction of 
the higher minimum vage. 


Of course the labor force 
may work many hours over the 
scheduled number. Average weekly 
hours, which represent actual 
rather than scheduled worktime, 
declined slightly for production 
workers in the fertilizer indus- 


2/ U. S. Department of Labor, Buresa 


of Labor Statist Wage Struoture 
Series 2, Noe 77: Fertiliser 1949 
18, Pe 3H. Scheduled 
not tabulated 


y/ 
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D. Effects on product prices 


As shown in Table 18, the 
higher minimum had no discernible 
effect on product prices. The 
wholesale value of mixed fertili- 
ters fell during most of 1949 ani 
remained constant through the 
ten-month period January-October 
1950. 


Table 18. Index of wholesale 
“ Om et 
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Summary of Effects 


Between the 1949 and 1950 
survey dates, average hourly 
earnings in fertilizer establish- 
ments rose five cents. Part of 
this increase may have been due 
to general market conditions, but, 
since in 1949 about one-fourth of 
the industry's plant workers 
averaged below 75 cents ah hour, 
much of it must have represented 
adjustments to the amended | 
minimum. 


Most of the employees averag- 
ing below 75 cents an hour in 1949 
worked in plants situated in the 
three low-wage regions of the 
South. In these three areas, 
where the short-run impact of the 
minimum-wage increase was chiefly 
concentrated, the consequences of 
the 75=cent rate were more sub- 
stantial on lower=paid jobs than 
on higher-wage ones. This con- 
tracted percent pay differentials 
within the wage structure of each 
Southern region, and, through 
this influence, within the wage 
distribution for the entire in- 
dustry. An accompanying effect 
of the Southern impact was a 
narrowing of occupational wage 
spreads in the industry. 


Establishments located out- 
side the South had few plant 


workers earning less than 75 cents 
an hour in 1949. Average-earnings 
advances between 1949 and 1950 in 
these plants were probably caused 
chiefly by pressures other than the 
higher minimum, Because the new 
legal rate exerted its effect most- 
ly in the three lowest-wage regions, 
it tended to decrease the percent 
spread between wages prevailing 
there and in the higher-wage areas. 


Wages of noncovered workers 
as well as those of covered em- 
ployees seemed to be influenced 
by the minimum-rate increase. 
This result is similar to the 
experience in Southern sawnill- 
ing, although there the impact 
on nonsubject wages appeared 
greater. It may be that nonsub- 
ject employees are more likely 
to be benefited by the wage-and- 
hour law when they work in 
places which also have a sub- 
stantial number of subject em- 
ployees than when they work in 
plants where most of the labor 
force are outside the scope of 
the Act. 


As might be expected in view 
of its comparatively moderate 
impact on earnings in fertilizer 
establishments, the 75-cent rate 
appeared to exert only a small 
influence on nonwage variables 
in these plants. 


Fe gave 
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CHAPTER 4 
EFFECTS IN THE MEN'S DRESS SHIRT AND NIGHTWEAR INDUSTRY 


Background Data 


The men's dress shirt and 
nightwear industry consists of es- 
tablishments primarily engaged in 
manufacturing men's, youths', and 
boys’ shirts, collars, and night- 
wear cut and sewed from purchased 
woven or knit fabric. 1/ In 1950 
there were about 450 such esteb- 
lishments with 21 or more workers, 
altogether employing approximately 
75,000 persons. 2/ In thet year 
the industry was centered chiefly 
in the Middle Atlantic States, 
which had 4&4 percent of all workers 
employed in plants of 21 or more 
employees, and in the Southeast 
and Border States, with one-third 
of all such workers. 3/ 


The wage structure in the 
men's dress shirt and nightwear 


1/ The Standard Industrial Classification 
Mamal, issued by the Exeoutive Office 
of the President, Bureau of the Budget, 
November 1945, entitles anid mmbers 
this industry as Men's, Youths’, and 
Boys* Shirts (Except Work Shirts), 
Collars, and Nightwear, Industry Group 
2321. For brevity, and not to exolude 
any of its components, the group is 
referred to in this report simply as 
the men’s dress shirt and ni ghtwear 
industry. It is part of the atting— 
up and needle trades, defined as 
Standard Industrial Classification 
Major Group 23: (Mamfaocture of) 
Apparel and Other Finished Products 
Made from FPabrios and Similar 
Materials. 


2/0. S. Department of labor, Bureau of 
labor Statistics, Wage Structure 
Series 2, No. 80: Men's Dress Shirts 
and Nightwear 1950, Table 1, pe 7. 


3/ Same 


62569 


industry was investigeted by the 
U. S. Bureau of Lebor Statistics 
in August 1949 as part of its 
reguler Industry Wage Studies pro- 
grem, and was resurveyed in Merch 
and November 195 The March study 
was designed to assess the immedi- 
ate, short-run impact of the mini- 
mum-wege incresese, the November 
study to reflect the longer-rur 
effects of the higher rate. The 
sample for each survey included 
nearly half the 450 plants with 

2l or more employees and almost 
two-thirds of the 75,000 workers 
in them. 1/ The workers included 
in the survey samples amounted tc 
about half the industry's totel 
number as counted in the 1947 
Census of Manufactures. 2 


Wage Effects of Minimum-Rate 
Increase 


It is likely that wage- 
structure changes occurring be- 
tween August 1949 and March 1950 
were caused chiefly by the higher 
minimum wage. But changes between 
March and November 1950 were pro- 
bably importantly influenced by 


« De Depa ° r, 

labor Statistics, “age Structure 
Series 2: Data for August 1949 from 
Stady No, 75, Cotton Gaments 194, 
Table 1, p. 3. Data for March and 
November 1950 from Study No. 8, 
Men's Dress Shirts and Mi ghtrear 
1950, Table 1, p. 7. Results of the 
tro 1950 surveys, together with oom 
parigons with August 1949 data, are 
gum rized in Study No. 50. 


2/ Ue S. Burem of the Cenms, 1947 
Ue 3S. Census of Mamfactures, Yol. II, 
Pe Zl. Im 1947 the industry had « 
total of 1,065 establisments ani 
94, 308 workers. 
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the upward economic pressures de- 
veloping during thet year, espe- 
cially after the start of the 
Korean conflict in June. These 


pressures generally frustrated the 
attempt of the November 1950 sur- 
vey to determine the longer-run, 
less immediate consequences of the 
higher statutory minimum. 1/ 


A. General and occupational 
wage effects 


According to Table 19 and 
Chart 4, over one-third of the 
plant workers were averaging below 


his 
to Ma 

tt rua," 
the 


0 pter th pe d t 

roh 1950 is considered the 
August 1949 to November 
“longer mn." 


Table 19. Percent distribution of plant 
workers in men's dress shirt and night- 
wear establishments, by average hourly 
earnings, United States, three payroll 

periods 1949-50 


Average August Maroh November 
hourly 1949 1950 1950 

ca s ( percent of plant workers) 
( cents 


Less than 75 4 
75 — 64.9 «a 
85 - 94.9 17 
95 — 104.9 13 
105 = 114.9 9 
115 = 124.9 6 
125 - or more il 


Source: U. S. Department of labor, 
Bureau of labor Statistios, Wage Struc- 
ture Series 2, No. 80: Men's Dress 
Shirts and Nightwear 1950, Table 3-5, 
ppe oll. 
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75 cents an hour in August 1949 but 
only 4 percent received that little 
in March of the following year. 

The short-run direct impact of the 
higher minimum was thus to raise 
average hourly earnings of one- 
third of the plant workers from be- 
low to at least 75 cents. Most of 
these workers shifted to an average- 
earnings rate of 75-84.9 cents an 
hour. 


An accompanying indirect ef- 
fect was to put an additional 7 of 
every 100 plant workers in the 
middle sector of the wage distribu- 
tion, from 85 cents to $1.249. This 
effect may have been due to the 
piece-rate system of payment common 
in the industry. 1/ Where firms 
increased their piece rates to en- 
able slower workers to earn at 
least the 75-cent hourly wage, 
faster workers already making 75 
cents or more an hour at the old 
rates also were able to raise their 
average earnings. There was little 
short-run change in the upper end 
of the wage structure,only 1 more 
of every 100 plant workers receiv- 
ing $1.25 or more an hour in March 
1950 than in August 1949. To the 
degree that lower wages were raised 
by larger percent amounts than 
higher rates, narrowing of wage 
spreads occurred. 


i/ “About three-fourths of the workers 
in the industry are paid on a 
piece-work basis." U. S. Depart— 
ment of labor, Bureau of labor 
Statistics, Wage Structure Series 
2, No. 80: Men's Dress Shirts and 
Nightwear 1950, p. 1. 
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According to Table 20, the Probably the major cause of the 
direct pay adjustments needed to increases in average earnings in the 
raise to 75 cents an hour earnings industry between March and November 
below that amount involved an es- was the concurrent generally rising 
timated wage-bill increase of 5 wage trend in the United States. 
percent. This required increase Average hourly earnings between 
accounted for most of the actual March and December 1950 rose by 12 
upward shift in average hourly cents in all manufacturing industry 
earnings between August 1949 and (from $1.42 to $1.54), and by 6 
March 1950 of 8 percent (or 7 cents,| cents in the manufacture of apparel 
from 88 to 95 cente). A further and other finished textile products 
7-cent earnings advance occurred (from $1.20 to $1.26). 1/ Many 
between March and November 1950, variables affected the wage struc- 
from 95 cents to $1.02. This ture in men's dress shirt and night- 
latter advance, in that it in- wear manufacture after March 1950 
volved increments to hourly rates and it is hard to trace or assess 
already above 75 cents, was accom- the longer-run influences solely 
plished in a different manner from attributable to the higher minimun. 
the earlier one. During the March- 

November period, 13 percent of all The short-run compression of 
plant workers raised their average industry wage spreads because of the 
hourly earnings from the 75-84.9 75-cent rate is further evident from 
cents class to 85 cents or more, the reduction in percent differentials 
over half of them (7 percent of between job earnings. These earnings 
all plant workers) advancing to were raised more in low-wage occupa- 
the $1.25-or-mcre category (Table tions than in high-wage ones, 

19 and chart 4). Many of these increases between August 1949 and 
increases were in uniform percent March 1950 ranging from 14 percent 
amounts and this tended to main- in the lowest-paid job to l percent 
tain percent wage differentials 

which had been narrowed by the bor, reau of 


, 
short-run impact of the higher labor Statistics, Monthly labor Review, 
minimum. Table Cl. 


Table 20. Increases in average hourly earnings of plant workers in men's 
dress shirt and nightwear establisiments, United States, 1949-50 


Estimated increase 
in average hourly 


to raise to 75 cents 
hourly eamings 
below that amount 


August 1949 
March 1950 
November 1950 


Source: Commted from U. S. Department of labor, Bureau of labor Statistics, Wage 
Stmoture Series 2, No. 80: Men's Dress Shirts ani Mghtwear 1950, Tables 3-5, 
Pp. S11. 
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in the highest (Table 21). 1) Be- in every listed position. A sub- 


tween March and November 1950, av- stentiel proportion of genertl wage 
erage eernings continued to rise increases in thet yeer vere in uni- 
form percent amounts so thet percent 
° spreads between occupetions vere not 
arranged from lowest to highest eve [| much altered, though the higher- 
age hourly earnings as of august 1949, 4 ived le aan 5 
ome.é Le of key positions in the paid ones receiv rager cents-per 
industry. They were chosen because, hour increments. Because of the 
besides containing relatively large short-run percent narrowing of job 
mumbers of plant an ae - pay spreads, earnings of high- and 
ourstely mirrored > @ low-paying occupations were brought 
7 iow, entine, ent bigome somewhat closer together over the 
entire longer-run period. 


Table 21. Increases in average hourly earnings of plant workers in men's 
dress shirt and nightwear establishoeits, by selected ocoupation, a/ 
United States, 1949.50 


Mare 1950 
Ov: 
ge 
Mare 
'e 9406 
Mar. 1950 
Nov. 1950 
Setters, wna ings 1983 
(men): Mar. 1950 
Nov. 1950 8 


a/ Except where otherwise noted, employees in specified oocupations are wouen. 
Women constituted 89 percent of all plant workers in the industry in 1949-Sv. 


Source: Computed from Ue Se Department of Labor, Bureau of Labor Statistics, Ware 
Structure Series 2, Noe 80: Men's Dress Shirts and Nightwear 1950, Table 15, 
Ppe B=. 
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B. Regional wage effects had the lowest average hourly earn- 


ings and the highest proportion of 


The short-run impact of the plant workers receiving hourly vages 
higher minimum was greatest in below 75 cents. Table 22, which 
those regions which in August 1949 lists geographic regions from lowest 


Table 22. Increases in average hourly earnings of plant workers in men's 
dress shirt and nightwear ostablishments, by region, a/ 1949-50 


Mar. 
Nov 
Ze 
Mar. 
Nov 
age 
Mar. 
Nov 
age 
Mar. 
Nov 
uge 
Mar. 
Nov 
. 
Mar. 
Nov 
y ge 
Mar. 
Nov 
uge 
Mar. 
Nove 


Estimated increase 
in average hourly 


1950 
1950 
(vy. . 
1950 
1950 
1 S 
1950 
1950 
1949 
1950 
1950 

O40 
31950 
1950 


Source: Computed from U. partment of labor, Bureau of labor Statistios, Wage 
Structure Series 2, No. Men's Dress Shirts and Nightwear 1950, Tables 3.5, 


Pp. Sl. 


a/ States in each region are as follows: 


New England; 


Conmnectiout, Maine, Massaciusctts, New Hampshire, Rhode Island, 
Vemnont; 


Middle Atlantic: New my Be! York, Pennsylvania; 


Border States: 
Southeast: 
Great Lakes: 
Middle West: 
Soutbrest: 
Pacifico: 


b/ less than half of 


Delaware, District of Columbia, Kentucky, Maryland, Virginia, 
West Virginia; 

Alabama, Florida, Georgia, Mississippi, North Carolina, 
South Carolina, Tennessee; 

Illinois, Indiana, Michigan, Minnesota, Ohio, Wisconsin; 

Iowa, Kansas, Missouri, Nebraska, North Dakota, South Dakota; 

Arkansas, Louisiana, Oklahoma, Texas; 

California, Nevada, Oregon, Washington. 


1. 
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to highest average earnings as of 
August 1949, shows thet estimated 
direct pay adjustments required to 
raise to 75 cents an hour earnings 
below that rate involved wage-bill 
increases varying from“15 percent 
in the low-wage Southwest to less 
than helf of 1 percent in the 
high-wage Pecific Stetes. Between 
August 1949 and March 1950, ever- 
age earnings rose sharply in lower- 
wage regions but very little in 
higherewage ones, the range run- 
ning from a high of 22 percent in 
the Southwest Stetes to a low of 
2 percent in the Pacific States. 
The Southeast and Border States, 
which together had one-third of 
ell workers employed in 1950 in 
plants with 21 or more employees, 
are representative of the rela- 
tively low-paying areas; they ex- 
perienced comparatively lerge 


Table 23. 
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average-wage increases. The Middle 
Atlantic States, with 54 percent of 


all persons employed in 1950 in estabd- 


lishments vith 21 or more vorkers, 
are representative of the higher-wage 
fegions, experiencing a relatively 
small everage-wage increase of only 
4 percent. In every region except 
the Pacific area, half or more of 

the actual short-run increase ves 

due to directly required wage sdjust- 
ments beceuse of the higher minisuz. 


The proportion of employees re- 
ceiving less than 75 cents an hour 
in August 1949 ranged from helf to 
three-fourths of ell plent workers 
in the four lowest-paying regions 
to one-fourth in the important 
Middle Atlantic Stetes and to less 
then e tenth in the Pacific earee 
(Table 23). Many of the workers 
whose everage hourly earnings vere 


Percent distribution of plant workers in men's dress shirt and 


nightwear establishments, by average hourly earnings ani region, United 
States, three payroll periods 194-50 


7 of p 


(Toes than | 7584.9 | O5-120.9 | 
= ett fet s. 


Workers receiving average hourly 


[> OF more 


a sie ae 


6 
2 
3 
: 
2 


» 


EGSISETT @ 


&¥ 


Source: U. S. —— of labor, Bureau of labor Statistios, Wage Structure 


Series 2, No. 80: 


Men's Dress Shirts ani Mightwear 1950, Tables 3-5, pp. 9-11. 


53 
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raised from below 75 cents found 
themselves in March 1950 in the 
75-84.9 cents earnings interval. 
But a definite upward drift to the 
middle sector of the wage struc- 
ture, that from 85 cents to $1.249, 
occurred in the short run, espe- 
cially in the lower-wage regions. 
The chief reason for this indirect 
effect was the prevalence of the 
piece-rate method of payment in 
the industry, permitting an in- 
crease in benefits for faster 
workers with initially higher earn- 
ings as well as for slower, lower- 
paid employees. 


The short-run influence of 
the higher minimum on the upper 
end of the wage scale, that from 
$1.25 up, was negligible, even in 
the low-wage regions which other- 
wise experienced substantial ad- 
justments (Table 23). Higher-wage 
jobs were more often paid by time 
rates and these were evidently not 
increased when piece rates were. 
To the extent that lower average 
earnings rose percentagewise while 
higher ones did not, or not so much, 
the short-run effects of the new 
minimum rate served to narrow wage 
differentials within each region. 


Between March and November 
1950 average hourly earnings rose 
in every area (Table 22), reflect- 
ing generally rising manufacturing 
wages at the time. As with the 
wage structure for the entire in- 
dustry, each region's structure 
tended to maintain its percent 
spreads between pay levels because 
many wage increases in the industry 
during this period were in uniform 
percent amounts. 


Increases in hourly earnings 
between March and November were 
generally larger percentagewise in 
the higher-paying regions than in 
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the lower-wage ones. This may hav 
been partly due to the fact thet the 
typicel men's dress shirt and night- 
wear establishment in high-wage 
areas is more likely to be unionized 
and located in a large community than 
is the typicel plant in low-wage 
areas, 1/ and so tends to be more 
immediately responsive to inflation- 
ary economic pressures. 2/ Percent 
spreads between average earnings 

in low- and high-wage areas, narrowed 
in the short run, were widened again 
by the larger increases in the 
higher-paying regions at this time. 
Nevertheless, there was some longer- 
run trend toward contraction of 
regional wage differentials. Be- 
tween August 1949 and November 1950, 
average-earnings increases varied 
from 31 percent in the lowest-wage 
region to 6 percent in the highest 
(Table 22). 


r about four-fifths of 
the plants located in the four highest— 
wage regions were unionized (that is, 
with over half their workers employed 
under temas of union agreements) as 
against only two-fifths of the plants 
in the four lowest—wage regions. 


The same ratios obtained in 
November 1950 for plants located in 
larger population centers, About foun 
fifths of the plants in the four 
hi ghest—wage areas were looated in com 
minities of 25,000 or more inhabitants 
a8 against only two-fifths of the 
plants in the four lowest-wage areas. 


Computed from U. S. Department of 
labor, Bureau of labor Statistics, Wage 
Structure Series 2, No. 80: Men's 
Dress Shirts and Nightwear 1950, 

Table 2, p. 8. 


4 comparison of occupational earnings 
in union and nonunion plants ani in 
larger—commnity and saller-commnity 
plants showed larger percent im reases 
in job earnings between March and 
November 1950 in union than in non 
union establishments and in larger- 
Commnity than in smaller-community 
establishments. See below, pp. 55-56 
inoluding Tables 24 and 3. 
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Some idea of the comparative 
impact of the new minimum upor vages 
in union and nonunion plants (Table 
24), in plants in lerger and smaller 
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In summary, the effects of 


the higher minimum wage vere nore 
marked in low- than in high-wage 
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regions and tended to decrease re- 
gional average-earnings differ- 
ences, were noticeable in middle 
as well as in lower sectors of re- 
gional wage structures, and nar- 


rowed percent wage differentials 
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the comparisons. 


In each table the seme eight se- 


the three surveys of the industry. 
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communities (Table 25), and in 
plants of larger and smaller en- 
ployee sizes (Table 26) is aveil- 
able from the data collected in 
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According to Table 24, aver- 
age hourly earnings in nonunion 
establishments in August 1949 
were generally lower than those 
in union plants. As a result, 
short-run edjustments to the new 
minimum were greater in nonunion 
plants. The range of short-run 
occupational earnings increases 
was 7-22 percent in them compared 
with 0-9 percent in union plants 
(excluding earnings for men ma- 
chine cutters, where the short-run 
percent change was zero in both 
union and nonunion plants). Be- 
tween March and November 1950, on 
the other hand, percent increases 
in occupetional earnings were 
larger in union than in nonunion 
plants. On net balance, however, 
the longer-run changes were rela- 
tively favorable to nonunion 
workers since average earnings 
between August 1949 and November 
1950 rose percentagewise more for 
their jobs than for those of union 
workers and there was a resultant 
contraction in differentials be- 
tween the pay of the two types of 
workers. 


A comperison of the behavior 
of occupational wages in establish- 
ments located in larger and smaller 
communities (Table 25) leads to 
similar conclusions. Compared 
with plants in cities of 25,000 or 
more inhabitants, the smaller- 
community plants hed generally 
lower average hourly earnings in 
August 1949, experienced a more 
marked short-run adjustment to the 
new minimum but smaller percent 
wage advances between March and 
November 1950, and over the longer- 
run period generally narrowed the 
percent gap between their occupa- 
tional average earnings and 
those of the larger-community 
establishments. 
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Data in Table 26 show compera- 
tively small wage differentials in 
August 1949 occupational earnings 
between plants of larger and smaller 
employee size. To the extent such 
differentials exist, earnings in 
establishments of over 100 workers 
were commonly lower than those in 
the smaller plents. Short-run 
adjustments to the new minimum vere 
consequently generally greater in 
the plants of larger employee size. 
This narrowed percent spreads be- 
tween average wages for the selected 
occupations in the two tyves of 
establishments, but these spreads 
were widened between March and 
November 1950 because of larger 
percent increases in hourly earn- 
ings in the smaller-size plants 
then. But over the longer-run 
period from August 1949 to November 
1950, percent wage differences be- 
tween larger and smaller plants were 
on net balance somewhat reduced in 
the majority of listed occupations. 


The wage levels in any given 
plant are ordinarily influenced not 
by only one but by many factors. 

It is therefore usually incorrect to 
ascrjbe wage-level differences be- 
tween plants to a single attribute, 
whether union status, size of com- 
munity of location, employment size, 
or any other variable. In men's 
dress shirt and nightwear manufacture, 
for example, differences in average 
earnings in union and nonunion plants 
may have been caused not only by the 
presence or absence of collective 
bargaining but also by other in- 
fluences, such as the greater con- 
centration of union plants in the 
larger, more metropolitan areas 

and in non-Southern regions of 
generally higher hourly wages. 
Earnings in larger-community estab- 
lishmeuts may have been affected by 
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the more widespread unionization 
common to lerger populetion centers 
and by the geographic location of 
communities, es well as by their 
sizes, the larger centers more usu- 
ally being outside the South. 

And the relationship between oc- 
cupational earnings in plants of 
larger and smaller employee size 
was probably influenced by the re- 
latively high proportion of lerger 
establishments in the South. 


Nonwage Effects of Minimum-Rate 


Increase 


A. Effects on establishment 
mortality and employment 


The effects of the new mini- 
mum on establishment mortality and 
employment were not specifically 
investigated in this industry, but 
some inferences may be made from 
figures gathered for other pur- 
poses during the surveys. Accord- 
ing to Table 27 the number of men's 
dress shirt and nightwear estab- 
lishments in the country declined 
by 10 (about 2 percent) between 


August 1949 and Merch 1950, but 
what happened to these 10 is not 
known. They mey heve merged with 
other plants, they may only have 
dropped in size below 21 employees 
and so heve not been counted, or 
they may have gone out of business 
for reasons other than unprofit- 
ability. Whatever esteblishment 
mortality may heave occurred because 
of unprofitability probebly resulted 
more from the slight recession in 
the industry during 1949 and first 
quarter 1950 1/ than from the higher 


1/ “In terms of mauber of gaments pro- 


duced, 1949 was the worst ani 1950 

the best year that the shirt mam fac- 
turers of the United States had ex 
perienced since the end of World 

War Il.” But even in 1950 "profits 
were lower ... than might have been 
expected ... [partly] because of very 
unfavorable business in the carly 
months ... ." University of 
Pennsylvania, Wharton School of 
Finance and Coumervce, Capital Requi re- 
ments and Operating Ratios Men's Shirt 
Industry 1949 and 1950, prepared for 
the Matual Seourity Agency ani the 

U. S. Department of labor, September 
1952, Pe?. 





Table 27, Establishments a/ and workers b/ in the men's dress shirt and 
ni ghtwear industry, United States ani regions, three payroll periods 
1949=50 





gespeatys 


a/ Include only establishments with 21 or more anployees. 


b/ Include only workers anployed in establishments with 21 or more employees. 


Source: U. S. Department of labor, Bureau of labor Statistios, Wage Structure Series 2: 
Data for March and November 1950 from Study No. 80, Men's Dress Shirts and 


rv 1950, Table 1, p.7. 


Data for August 194 from Study No. 75, Cotton Gaments 1949, Table 1, p.3. 








1704 


minimum. This seems especially 
likely because 8 of the 10 closed 
plants were located in the high- 
wage Middle Atlantic and Pacific 
States, areas whose wage struc- 
tures felt the impact of the 75- 
cent minimum to only a slight 
degree. 


Employment in the industry 
was not much affected by the higher 
legal minimum. The number of 
workers in establishments with 21 
or more employees remained about 
the same from August 1949 to March 
1950, and then rose by approxi- 
mately 4,000 workers (an increase 
of 5 percent) during the upswing 
in the economy between March and 
November 1950 (Table 27). 1/ 


B. Effects on capital ex- 
penditures and production methods 


Of the 207 establishments sur- 
veyed in November 1950, about one- 
seventh (30) of them reported the 
purchase of labor-saving capital 
equipment between October 1949 and 
the survey date. Amounts spent 
for such equipment varied, with 
only 7 plants spending $10,000 or 
more and 7 spending under $2,000, 2/ 
These sums seem rather small. But 
in the absence of comparable data 
for other periods or of informed 
industry interpretation, it is not 
known whether these expenditures 
were above, below, or about normal 


1/ For the entire intustry, including 
establishments with less than 21 ex- 
ployees, the average mumber of pro- 
duction workers for the year rose 
between 1949 and 1950 from 81 to 83 
thousand. Source: U. S. Department 
of labor, Bureau of labor Statistios, 
Division of Manpower and Employment 
Statistios. 


2/ Unpublished infomation furnished by 
the U. S. Bureau of labor Statistics. 


AMEND FAIR LABOR STANDARDS ACT OF 1938 


or whether the higher minimum in- 
creased, decreased, or at all 
affected the industry's rate of in- 
vestment in labor-saving equipment. 


Changes in production methods 
between August 1949 and November 
1950 occurred in 14 of the 207 plants 
surveyed at the letter time, These 
changes commonly amounted to work- 
flow innovations designei to save 
man-hours. 1/ It is not known to 
what degree procedural changes were 
occasioned or expedited by the 
higher minimum or by other factors. 
Certainly the extent of either 
these innovations or capital-equip- 
ment purchase does not appear very 
substantial. 


C. Effects on hiring policies 


The new minimum had only a minor 
influence here. Of the 207 plants 
visited in November 1950, only 20 
(10 percent of the total) altered 
plant hiring policies after the 75- 
cent minimum became effective. 2/ 

Of these 20, 14 reported efforts 

to hire younger workers, 4 to hire 
more experienced workers, and 2 to 
hire older workers. These changes, 
according to comments of field in- 
vestigators collecting the data, were 
probably not entirely the result of 


Unpablished infomation furnished by 
the U. S. Bureau of labor Statistios. 
The changes generally involved the 
introduction of either the “line- 
systen” or “progressive-bunil« 

gament—processing flow. 
@isoussion of production methods in 
men's dress shirt manufacture, see 
U. S. Department of labor, Bureau of 
labor Statistics, Man-Hours Expended 
per Dozen Men's Bress Shirts 1939 to 
1947, May 1948, pp. 34-39. 


These ani other data in this pars 
graph are from blished infomation 
furnished by the U. S. Bureau of labor 
Statistics, 
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the new minimum. The increased 
preference for younger workers by 
the majority of plants reporting 
chenges appeers to have had no 
quentitative consequences on the 
over-all proportion of plant 
workers 50 years of age or older 
in the industry, this proportion 
being the same in November 1950 as 
in the preceding March (14 per- 
cent). The percent of employed 
older workers is not available for 
the August 1949 payroll period but 
comments of employers indicated 
that few, if any, experienced 
workers were discharged because 

of age. 


D. Effects on hours of work 


The only survey data col- 
lected on hours relate to sched- 
uled workweeks and not to actual 
hours worked. Almost all the 
plants studied in August 1949 had 
scheduled workweeks of 40 hours or 
less. Of 221 establishments, 207 
worked a 40-hour week, 12 less than 
a 40-hour week, and only 2 more 
than a 40-hour week. 1/ The higher 
minimum could therefore have had 
little or no influence on sched- 
uled workweeks. 2/ Of course the 
labor force may actually work 
many hours over the scheduled 
number, but average weekly hours 


U. 3. Department of labor, Bureau 
of labor Statistics, Wage Structure 
Series 2, No. 75, Cotton Gaments 
1949, Table 25, p. 36. 


2/ Scheduled-worioweek data for November 
1950 are by workers and so are not 
directly comparable to those for 
August 1940,-which are by establish— 
ments. In November 1950, less than 
four-tenths of one percent of plant 
workers had scheduled weekly hours 
of over 4. Source: U. 3. Department 
of labor, Bureau of labor Statistics, 
Wage Structure Series 2, No. 8, 
Men's Drees Shirts and Nightwear 1950, 
Table 22, p. 36. 
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in the industry did not vary ex- 
cept seasonally during 1949 and 
1950. 1/ 


E. Effects on product prices 


Table 28, which presents 
monthly wholesale price indexes 
between July 1949 and December 
1950 for men's and boys’ shirts 
and men's pajamas, indicates little 
or no price advance in the short 
run. Between July 1949 and June 
1950 wholesale prices for shirts 
either did not change or else fell. 
Prices for men's pajamas, however, 
did rise slightly for a few months 
after January 1950 (end then fell); 
this increase may have been wholly 
or partly attributable to the /5- 
cent minimum. After June 1950 
prices generally rose, but so much 
of this was probably due to the 
tightened product demand which 
developed after the North Korean 
attack that it is impossible to 
trace the longer-run price influ- 
ences, if any, of the new minimun. 


Summe ry of Effects 


The higher minimum exerted 
sigrificant influence on wage struc- 
tures in the industry. This influ- 
ence was greeter on lower-level 
wage retes then on middle-level 
rates, and on middle-level rates 
than on upper-level ones. The up- 
ward effects of the 75-cent rate 


J/ Average weekly hours for production 
workers in men's dress shirt and 
nightwear mamfacture average 37 in 
last quarter 1949 and 36 in both 
first and secoml quarters 1950. Hours 
data for other years show this pattern 
to be a typical seasonal one, for 
1950 as & whole, average weekly hours 
for production workers in the iniustry 
were 37, higher than the average of 36 
for 194. Source: U. S. Department of 
labor, Bureau of labor Statistics, 
Monthly Labor Review, Table C-l. 
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le prices of men's and boys’ shirts ani men's 


pajamas, by month, July 194 through December 1950 






Men's dress or 
business shirts, 
branded 









194: July 


BEES seeessssssssss 


Men's dress or 
tusiness shirts, 
undranded 










96 el 
96 82 
96 82 
96 82 
96 88 82 
96 90 83 
96 87 84 
96 87 84 
96 87 8s 
90 87 85 
90 87 83 
90 87 83 
97 88 84 
99 90 84 
102 91 88 
102 96 91 
102 96 95 
102 96 95 


Source: U. S. Department of labor, Bureau of labor Statistics, Division of Prices 
and Cost of living. 
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were more substantial in lower- 
wage than in higher-wage regions 
end occupations, and in lower- 
paying establishments (such as non- 
union and smaller-community plants) 
than in higher-paying ones. The 
higher minimum thus generally 
tended to reduce percent differ- 
entials within national and re- 
gional wage distributions and to 
contract percent wage spreads 
between regions, between occupa- 
tions, and between lower- and 
higher-wage plants. 


General wage rises in the in- 
dustry after March 1950 were fre- 
quently granted in terms of uniform 
percent amounts. This tended to 
maintain, in the narrowed form 
that resulted from the short-run 


62 


impact of the new minimum, percent 
pay differentials within national 
and regional wage structures and 
between occupational earnings 
levels. But the pay advances be- 
tween March and November 1950 were 
greater percentagewise for the 
higher-wage regions and types of 
establishments, although this tend- 
ency had not by the latter month 
entirely erased the contracting 
effect of the 75-cent rate on wage 
differentials between regions and 
between lower- and higher-paying 
plant types. 


Except for its minor impact 
on hiring policies, the higher mini- 
mum appeared to have had practically 
no determinable effects on nonwage 
variables in the industry. 
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CHAPTER 5 


EFFECTS IN THE MEN*S SEAMLESS HOSIERY INDUSTRY 


Background Data 


In 1947 there were 617 
seamless hosiery mills in the 
country, 64,808 per= 
sons. Almost t ers of 
these employees were concentra- 
ted in six Southeastern States, 
North Carolina alone having two- 
fifths of the industry's workers. 
The activity is thus principally 
a Southern one, with a seconmiary 
cluster of t in 
Pennsylvania where in 1947 ten 
percent of the industry's labor 
force was located. 1/ 


It is estimated by the U. S. 
Bureau of the Census that over 
half the seamless hosiery mills 
are primarily engaged in produc- 
ing men's seamless hose, the 
rest primarily producing women's 
hose, or women's and children's 
anklets. The survey of minimum- 
wage effects in the industry was 
confined to men's seamless 
hosiery mills, and to only those 
in three important areas; Winston 
Salem-High Point, Ne C., Hickory- 
Statesville, N.C., amd Reading, 
Pa. In these three regions, 
payroll data were transcribed for 
all plants with 21 or more em- 
ployees. In October 1950 about 
13,000 plant workers were employ: 


1/ Data in this paragraph from U. S. 
Bureau of the Census, 1947 U. S. 
Census of Mamfaotures, Vol. Il, 

Pe 178. 

The industry is mumbered 2252 in 
the Standard Industrial Clessifica- 
tion code of the Executive Office 
of the President, Bureau of the 
Budget, Nov, 1945, and is part of 
SIC Major Group 22: (Mamfacture 
of) Textile Mill Products. 


in men's seamless hosiery estab- 
lishments of that employee size 

in the three areas; more than 
half of these workers were concen- 
trated in the Winston Salem-High 
Point region. 


Wage data were secured for 
payroll periods in October 1949, 
March 1950 (to measure short-run 
minimum-wage impact), ani October- 
November 1950 (to measure er- 
run minimum-wage effects). Pay- 
roll records were also collected 
for pay periods in November 1952 to 
throw light on regional wage struc- 
tures as they existed almost three 
years after introduction of the 75- 
cent minimum. As in men’s dress 
shirt and nightwear manufacture, 
the piece-rate method of payment 
is prevalent in the industry. 


Wage Effects of Minimum—Rate 
rease 


Wage-structure changes occurr- 
ing between October 1949 and March 
1950 were likely caused chiefly by 
the higher minimum wage. But 
changes between March ani October- 
November 1950 were probably strong- 
ly influenced by the upward eco- 
nomic pressures developing during 
that year, especially after the 
start of the Korean conflict in 
June. These pressures seriously in- 
terfered with the attempt of the 


1/ Findings from these payroll surveys 
are summarized in U. S. Department 
of Labor, Bureau of labor Statistics, 
Monthly labor Review, June 1951, pp. 
674—676. 

In this ohapter the “short run” 
covers the period October 1949 to 
March 1950, the “longer mn" Octo 
ber 1949 to OctobemNovesber 195, 
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October-November 1950 survey to 
determine the longer-run, less 
immediate consequences of the 
higher minimum. 


In October 1949 average 
hourly earnings varied from a low 
of 83 cents in the Hickory-States- 
ville area, which had 40 percent 
of its workers averaging below 75 
cents an hour, to $1.00 in the 
relatively high-wage Winston 
Salem-High Point region, where 
only 13 percent of plant workers 
earned less than 75 cents an hour 
(Table 29 and Charts 5, 6, amd 7). 
The direct wage effect of the 
higher minimum was greatest in 
Hickory=Statesville; the wage- 
bill increase required there to 
raise hourly earnings below 75 
cents to that amount was estimated 


Table 29. 
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at 6 percent compared to 3 per- 
cent in Reading amd only 1 per- 
cent in Winston Salem-High Point 
(Table 31). By March 1950 actual 
increases in average hourly 
earnings came to 8 percent in 
Hickory-Statesville, 7 percent 
in Reading, and 3 percent in 
— Salem-High Point (Table 
31). 


The adjustments in regional 
wage distributions which accom- 
panied these short-run earnings 
advances are determinable from 
Table 29, but are perhaps better 
seen in Table 30. This latter 
table shows changes between sur- 
vey periods in the proportions 
of plant workers whose earnings 
were in the lower sector of the 
wage structure (less than 75, 


Percent distribution of plant workers in men’s seamless hosiery mills, 


by average hourly carnings, three regions, four payroll periods 1949.52 


Hiokory-Statesville, N.C. 
9 
« 


Reading, Pa. 


a/ Totals my not add to 100 because of rounding, 


Source: 
labor Statistics 


Commted fron date furnished by U. S. Department of labor, Bureau of 
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Chort 6. PERCENT DISTRIBUTION OF PLANT WORKERS IN MEN'S SEAMLESS HO- 
SIERY MILLS, BY AVERAGE HOURLY EARNINGS, READING, PA.,FOUR PAYROLL 
PERIODS — 1949 TO 1952 


PERCENT OF PLANT WORKERS 
100 100 


90 
G2 ocr 1949 
MAR. 1950 — 80 


E53 wov. 1950 — 70 








60 





50 
40 
30 
20 





Z BES fe #3 
85 TO 9570 105 T0 5 TO 125 OR 
94.9 104.9 4.9 124.9 MORE 
P — AVERAGE HOURLY EARNINGS (CENTS) 

Chart Z PERCENT DISTRIBUTION OF PLANT WORKERS IN MEN’S SEAMLESS 
HOSIERY MILLS, BY AVERAGE HOURLY EARNINGS, WINSTON SALEM— HIGH 
POINT, N.C., FOUR PAYROLL PERIODS — i949 TO 1952 

PERCENT OF PLANT WORKERS 
100 100 





90 


MAR. 1950 ao 


OCT. 1950 70 


60 
50 
4c 
430 
20 


— | ; . 5 - 


= ; o 
7570 8570 9570 105T0 
THANTS 84.9 949 1049 wH49 


RN/. 
SOURCE: TABLE 29 AVERAGE HOURLY EARNINGS (CENTS) 
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Table 30. Changes between payroll] periods in percent of plant workers in speci- 
fied categories of average bourly earnings, men's seamless hosicry wills, three 
regions, 1949-52. 


aoa ee N.C. 
tr. 


Mar. 1950 to Oct. 1950 
Oot. 1950 to Nov. 1952 


weess be Pa. 
. to Mar. 199 


Mar. 1950 to Nov. 199 
Nov. 1950 to Nov. 1952 


Winston Salem—High Point, WN. C. 
rT. 


Mar. 19530 to Oct. 19 
Oct. 1950 to Nov. 1952 


a/ Percent figures in parentheses are ims, other figures plus. 
Source: Computed from Table 29. 


—_—.?.:.S.GQG____— rrr ee 
Table 31. Changes in average hourly earnings of plant workers in men's scanless 
hosiery mills, by region, 1949-52 


Estimated in- 
orease in avg. 
hrly. earnings a4ctual change in sverage hourly 


oy — pe to raise 
to 75 cents hrly. 


ae ae 


a/ Parentheses indicate mims quantity. 


83 
90 
93 
38 
Be 
94 
99 
104 


8888 


Source: Computed from data furnished by U. S. Department of Labor, Bureau of 
Labor Statistios 
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and from 75 to 84.9 cents), in 
the middle sector (from 85 

cents to 31.249), and in the 
upper end ($1.25 or more). By 
March 1950 practically all work- 
ers previously earning below 

75 cents were averaging an hour- 
ly wage at or above that rate, 
most of them having moved into 
the earnings category of 75-84.9 
cents. (Between October 1949 
and March 1950 in Hickory-States- 
ville, for example, 38 of every 
100 plant workers left the 
hourly earnings category of 
under 75 cents, while 29 of 
every 100 entered the earnings 
class of 75-84.9 cents.) Thus 
the short-run impact of the 
higher minimum substantially 
affected the lower end of the 
wage structure of each area. 


Middle sectors of area wage 
distributions also showed 
short-run influences. In March 
1950 as against October 1949, 
average hourly wage rates from 
85 cents to 31.249 were earned 
by 10 more of every 100 plant 
workers in Hickory-Statesville, 
7 more of every 100 plant 
workers in Reading, and 5 more 
of every 100 in Winston Salem- 
High Point. One major reason 
for this indirect effect may 
have been the prevalence in the 
industry of the piece-rate pay 
system. Where piece rates 
were increased to enable slower 
workers to earn at least the 
75-cent hourly wage, faster 
workers already making 75 cents 
or more an hour at the old 
rates were able to raise their 
average earnings. A similar 
indirect wage effect occurred 
in the men's dress shirt ani 
nightwear industry, where piece- 


rate payments are also common. 1/ 


But there was virtually no 
short-run change in any region in 
the fraction of workers earning 
$1.25 or more an hour. To the 
extent that lower-level wages 
were raised by larger percent 
amounts than upper-level rates, 
narrowing of wage spreads 
occurred within each region. 


Data on occupational wage 
movements show this short-run 


2/ Maoh the same experience remltedi 
in the seamless hosiery iniu 
after September 1939, when the 


32.5 cents, Though the most sub- 
stantial increase in workers 
coourred among those earning from 
32.5 to 35.0 cents an hour, signif- 
fioant proportions of employees moved 
into the higher carnings classes 
also. Between 1938 and 1940, 22.5 
of every 100 sampled workers moved 
into the 32.5—to-35.0 cents hourly 
earnings olass while about the 

same mmber—22,6 
workerse—advanced their hourly 
earnings to 35 cents or more, 
Source: U. S. Department of Labor, 
Wage and Hour and Public Contracts 
Divisions, Minimum Wages in the 
Seamless Hosi Industry, March 
1941, pp. ° 


On the other hand, some of 
the lowest—paying plants in the 
industry at that tine—those with 
1938 plant average hourly earnings 
below 25 cente—had percent wage- 
bill increases between 1938 and 
1940 not much higher than those 
directly needed to raise hourly 
rates to required minimm levels. 
(Same, Table 13, pe 63.) This 
would seem to indicate little or 
no indirect wage effects perhaps 
in these plants piece rates ware 
not raised but instead make-up pay 
was given to those averaging 
hourly earnings below the statu- 
tory minimum, 
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narrowing effect in more detail.l/ 
The immediate upward impact of 
the higher minimum was greater 
on low-wage than on high-wage 
jobs in every region, most sub- 
stantially in Hickory-States- 
ville where the short-run influ- 
ence was strongest. In that 
area, percent earnings increases 
between October 1949 and March 
1950, reading from the initially 
lowest- to highest-wage occu- 
pation, were 18, l4, ll, 5, 10, 
2, 2, ami 0. 


Average hourly earnings 
continued their increase in each 


region between March and October- 
November 1950, with the larger 
gains accruing to the higher-wage 
areas (Table 31). These seconi- 
period advances, probably re- 
flecting rising general wage 
levels current at the time more 
than minimum-wage effects, were 
accomplished in a different 
manner from those of the first 
period. To a large extent the 
latter were due to rises in 
rates below the legal minimum 
while second-period advances 
appeared to be strongly influ- 
enced by changes in upper-level 
rates, especially in the higher- 
wage areas. Thus between March 
and October 1950 in Winston Sale 
High Point, & more of every 100 
plant workers moved into the 
$1.25-or-more hourly earnings 
class while between March and 
November 1950 in Reading 6 more 


1/ Occupational wage data are sum 
marized in Table 32 for Hickory 
Statesville, Table 33 for Reading, 
and Table 34 for Winston Salen- 
High Point. The eight compations 
in these tables, ranged from lowest 
to highest average hourly carnings 
in October 1949, are a sample of 
key positions in the industry. 
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of every 100 did so (Table 30). 
Some of the second-period in- 
creases were in uniform percent 
amounts, an influence tending to 
maintain within-region wage 
differentials in the narrowed 
form they had developed as a 
short-run consequence of the 
higher minimum. The maintenance 
of these spreads is borne out 
too by the fact that during this 
period percent increases in 
occupational wages generally did 
not vary much between low- and 
high-wage jobs (Tables 32, 33, 


Between October-November 
1950 amd November 1952, high- 
wage occupations generally got 
larger percent earnings in- 
creases than did low-paid jobs. 
This may have reflected, among 
other things, the superior bar- 
gaining power of the more skilled 
workers and efforts to reestab- 
lish pay differentials narrowed 
by the short-run impact of the 
75<cent rate. The relationship 
between 1949 occupdtional wage 
levels and percent increases in 
them by 1952 varied from region 
to region. In Hickory-States- 
ville, the lowest-wage area and 
the one experiencing the great- 
est minimum—wage impact, percent 
spreads between low- and high- 
wage positions still were nar- 
rower in November 1952 than they 
had been in October 1949; the 
relative advantage gained by the 
lower=paid workers there through 
minimimm-wage legislation had not 
been completely lost by the last 
survey date. Between 1949 and 
1952, low- and high-wage workers 
in Reading advanced their earn- 
ings in roughly the same propor- 
tion while in high-wage Winston 
Salem-High Point, where the 
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Table 32. Imoreases in average hourly carnings of plant workers in men's seamless 
hosiery mills, by selected cooupation, a/ Hickory-Statesville, N. C., 1949-52 


Avge hourly . * a 4 ~ * 
caoniags [From earlier period | Prot Got. 1949 
{oents) |" Toents) [UY | (ooutey | 0 


Menders, hand: 


Examiners, grey (inspeo- Oot. 
tors, hosiery): Mar. 1 


Pairere: 


Leopers, toe (1 or more 
years experience): 


Knitters, automatio: 


Boarders, other than 
automatic, men: 


Adjusters and fixers, 
knitting machine, 
(4 or more years 


experience), men: 


a/ Except where otherwise noted, employees in selected cooupations are women. In 
October 1950 women constituted about 70 percent of all plant workers in the 
surveyed establishments in this area. The lower earnings of women workers 
stemmed primarily from their employment in less skilled jobs. 


Source: Computed from data furnished by U. S. Department of Labor, Burem of Labor 
Statistios. 


oa ST etre 


ee in eee aC cee ea cae ka 
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Table 33. Changes in average hourly earnings of plant workers in men's seamless 
hosiery mills, by selected coaipation, Reading, Pa., 194-52 


earsings [Bree soetler petal [Tren tot, to 


earings [Be seeer pe eerie 


Examiners, g inspeo- 
tors, hosiery): 


94 

1950 

1950 

o< 

or more 940 

+ experience) t 1950 
1950 


50 ier , ° Ph r Ph ~ 6 “5 
sutamatio, mens 1950 
1950 

: y 

Mjusters and rr, ot. 1949 

knitting maohine, 1950 
(4 or more yrs.‘ 1950 ” 
perience), men: > 952 ¥ l >) 


a/ Except where otherwise noted, employees in selected cooupstions are wasen. In 
Noveaber 1950, women constituted about 70 percent of all plant workers in the 
surveyed establishments in this area, The lower earnings of women workers 
stemmed primarily from their employment in less skilled jobs. 


>d/ Figures in parentheses are mims, other figures plus. 


Source: Computed from data furnished by U. S. Department of labor, Bureau of 
labor Statistics 
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Table 34, Changes in average hourly earnings of plant workers in men's scamless 
hosiery mills, by selected compation, “/ Winston Salem-High Point, N. C., 
1 


verage hourly [change In average hourly oar 
Lox 


& 
4 “v's 
aek 


From earlier period 
| loents) | (2) | (cents)/ (2) 


1949 
1950 
1950 


Ts, ns peo— 
tors, hosiery): 


DOpers, or more 
yrs. expericnce); 


initters, aate 


poaders, other than 
muitomatio, man: 


La wy rs 4 u rm, 
knitting machine, 
(4 or more yrs.’ 1950 
xperience), ment Nov. 1952 
a/ Except where otherwise noted, employees in selected occoupations are women, 
In Ootoder 1950 women constituted almost two-thinis of all plant workers in 
the surveyed establishments in this area, The lower earings of women 
workers stemmed primarily from their employment in less skilled jobs, 


»/ Figures in parentheses are mims, other figures plus, 


Source: Computed from data furnished by U. S. Department of labor, Burem of 
labor Statistios- 


minimum's impact was least, the November 1952 were larger in the 
better-paid employees improved two lower-wage regions than in 
their relative earnings position. | high-wage Winston Salem-High 
Point. Over thse periods, as a 

Both in percent and cents- result, wage differentials were 
per-hour terms, earnings in- narrowed between the two former 
creases between October 1949 and areas and the latter one (Table 
either October-November 1950 or 31). 
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ects o 
Increase 


A. Effects on employment 


Data specifically for men's 
seamless hosiery mills are not 
available, but for the seamless- 
hosiery industry generally, in- 
cluding women's as well as men's 
hose, and women's and children's 
anklets, the number of production 
workers declined from 58 thousand 
in last quarter 1949 to 57 thou- 
sand in first quarter 1950 to 51 
thousand in second quarter 1950. 
A comparison with other years in- 
dicates this may have been a 
seasonal pattern. For 1950 as a 
whole, average production-worker 
employment in the industry was 
larger than in 1949, 55. as against 
53 thousand. 2/ 


B. Effects on capital expendi- 
tures 


Of the 48 plants surveyed in 
1950 in the three areas of study, 
one-sixth reported the introduc- 
tion of labor=-saving machinery 
after Jamary 25 of that year. 

Of these eight mills, six were 
Winston 


located in high-wage 
Salem-High Point, one in each of 
the other two regions. Approxi- 


mate expenditures on such equip- 
ment showed a wide range, from 


1/ All mterial in this section on 
nomwage effects was furnished by 
U. S. Department of labor, Bureau 
of labor Statistios, and, unless 
specifically credited, is from 
unpublished infomation. 


2/ Employment ‘igures from U. S. De- 
partment ot labor, Burcau of labor 
Statistios, Division of Manpower 
and Employment Statistios. 


$6,000 to $198,000. No informa- 
tion was collected on whether 
this spending was incurred be- 
cause of the higher minimum or 
for other reasons. 


C. Effects on hiring policies 


Only 1 of the 48 surveyed 
establishments reported a change 
in hiring policy. The nature of 
this change was not indicated, 
except that it did not involve 
the hiring of younger workers. 
The proportion of plant workers 
50 years of age or older was the 
same in October-November 1950 as 
in March of that year in the two 
North Carolina regions, but in 
Reading was smaller by one per- 
cent of total workers there. 


De. Effects on hours of work 


Since in October 1949 all 
plant workers in each of the 
surveyed regions were already on 
a 40-hour scheduled workweek, 
there was no shortening of 
scheduled weekly hours because 
of the amended minimum. ]/ But 
average weekly hours, which 
represent actual rather than 
scheduled worktime, declined for 
production workers in seamless 
hosiery manufacture from 37.5 in 
last quarter 1949 to 35.7 in 
first quarter 1950 to 33.1 in 
second quarter 1950. Some of 
this drop may have been due to 
a reduction in overtime hours 
because of the amended minimun, 
but some probably occurred for 
seasonal reasons. For 1950 as 
a whole, in any event, average 
weekly hours for production 
2/ Based on U. S. Department of labor, 


Bureau of labor Statistics, O#k.23 
(Revised) releases, 
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workers in seamless hosiery mills 
were slightly higher than the 
average number worked in 1949, 
35.8 as against 3556 


E. Effects on product prices 


Table 35 presents monthly 
wholesale price indexes for men's 
rayon and cotton half hose, arti- 
cles whose values are considered 
in the industry to be standard 
price-trend indicators for the 
various products of men's seam- 


1/ U. S. Department of labor, Burem 
of labor Statistios, Monthly labor 
Review, Table C-l, These figures, 
like those on employment, are for 
all seamless hosiery mills in the 
country, ami not for only those 
prodmoing men's hose or those of a 
certain employee size. 


Table 35, Indexes of wholesale prices 
of men’s rayon and cotton half hose, 
by month, July 1949 through December 

1950 


19 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
101 
106 
115 
120 
120 


Source: U. S. Department of labor, 
Bureau of labor Statistios, Divi- 
sion of Prices and Cost of Living. 


less hosiery mills. The higher 
minimum had no visible effect, 
prices for both rayon and cotton 
half hose remaining constant dur- 
ing last half 1949 and first 
half 1950. They did not rise 
till July-August 1950 after the 
start of the Korean conflict. 


Ss of Effects 


The higher minimum appeared 
to have had little determinable 
effect on nonwage variables. But 
it did exert significant influ- 
ence on wage structures in the 
industry. Its consequences were 
greater on lower-level wage 
rates than on middle-level rates, 
and on middle-level rates than on 
upper-level ones. Its upward 
effects were more substantial in 
lower=wage than in higher-wage 
regions and occupations. The 
higher minimum, therefore, tended 
on the whole to narrow percent 
differentials within regional 
wage distributions and among 
regional and occupational wage 
levels. 


After October-November 1950, 
the higher-wage occupations 
generally received larger percent 
earnings increases than the 
lower-wage ones. This reverse 
pattern made inroads into the 
relative earnings advantage gain- 
ed through minimum-wage legisla- 
tion by the poorer=paid workers. 
Only in the lowest-wage region 
did such workers still retain in 
1952 some of the advantage in 
their position relative to 
higher=paid employees that was 
achieved as a consequence of the 
75-cent rate. 
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CHAPTER 6 


EFFECTS IN THE WOOD FURNITURE (EXCEPT UPHOLSTERED) INDUSTRY 


Background Data 


Nonupholstered wood furniture 
is made in every section of the 
country, with the Great Lakes, 
Middle Atlantic, and Southeast re- 
gions together accounting for about 
two-thirds of the industry's plants 
and workers. 1/ The lowest-paying 
establishments appear to be in the 
Southeast States, 2/ where almost 
one-fourth of the industry's 
139,000 workers were employed in 
1947. 3/ Because the impact of the 
75-cent minimum would therefore 
presumably be greatest there, the 
study of this industry was confined 
to that region (and the adjoining 
State of Virginia), and to only the 
three most concentrated production 
areas therein. These three areas, 
Winston Salem-High Point, N. C., 
Morganton-Lenoir, N. C., and 


According to U. S, Burom 
¥ Census, 1947 U. S. Census 


part of Number 2521 of the Standard 
Industrial Classification code of 
the Executive Office of the Presi- 
dent, Burem of the Budget, Nov. 
1945, and is part of SIC Major 
Group 25: (Mamfacture of) Furni- 
ture and Fixrtures, 


In 1945, straight-time average 
hourly earnings in nompholstered 
wood furniture plants were 56 cents 
in that region, lower than in any 
other section of the country. U.S 
Department of Labor, Burem of 
Labor Statistics, Wage Structure 
Series 2, No. 30, Wood Furniture 
1945, Table 4, pe 16, 


Ue Se Bureau of the Census, 1947 
U. Se Census of Mamufaotures, Vol. 
TI, ppe 296 and 303. 


Martinsville, Va., had in October 
1950 an estimated 52 establishments 
with 21 or more workers producing 
wood furniture (except upholstered), 
and approximately 17,000 persons 
employed in them. All the 52 es- 
tablishments primarily produced 
household furniture, except for a 
very few in Winston Salem-High 
Point primarily engaged in manu- 
facturing office furniture. 


Most of the plants which 
were located in the three survey 
areas and had 21 or more workers 
were included in the investigations 
made in September 1949, March 1950 
(to measure short-run minimum-wage 
impact), and October 1950 (to 
measure longer-run minimum-wage 
effects). 1/ In two of the three 
areas, Winston Salem-High Point 
and Martinsville, payroll records 
were also collected for pay 
periods in July 1952 to throw light 
on regional wage structures as 
they existed two and a half years 
after introduction of the 75-cent 
minimum. As in the Southern sav- 
mills and the fertilizer plants, 
time rates are the prevalent mode 
of payment in the industry. 


2/ Results of these payroll surveys 
are swmarized in U. S. Depart 
ment of Labor, Burem of Labor 
Statistics, Monthly Labor Review, 
June 1951, ppe 672-674. 

In this chapter the "short 
run" covers the period Septexber 
1949 to March 1950, the “longer 
run” September 1949 to October 
1950. 
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Wage Effects of Mininmm-Rate In- 
crease 


The same preliminary qualifi- 
cation made in the chapters on 
men's dress shirts and men’s seam 
less hosiery is applicable here, 
that while wage-structure changes 
occurring between September 1949 
amd March 1950 may have been 
caused chiefly by the higher mini- 
mum wage, those between March and 
October 1950 were probably signif- 
icantly influenced by other eco- 
nomic forces, especially after the 
North Korean attack in June. 

These forces largely defeated the 
primary purpose of the October 
1950 survey, which ws to assess 
the longer-run, less immediate 


consequences of the higher minimm. 
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Table 36 and Charts 8, 9, 
and 10 point up the comparative- 
ly minor wage adjustments re- 
quired in the surveyed plants 
because of the amended minimun,. 
In September 1949, the three 
regions varied in average 
hourly earnings from 88 to 92 
cents, in the proportion of plant 
workers averaging below 75 cents 
an hour from 13 to 6 percent. 
These proportions were generally 
smaller than those in any of the 
other industries to which the 
preceding four chapters have 
been devoted. Estimated wage- 
bill increases required to 
raise to 75 cents the hourly 
earnings of workers averaging 
below that amount equaled only 1 
percent in the lowest-wage region 


Table 36. Percent distribution of plant workers in wood furniture (except up- 
holstered) establishments, by average hourly earnings, three regions, four 
payroll periods 1949-52 a/ 


Percent of plant workers receiving average hourly 


12 
22 
6 
2 
14 
24 
4 
3 


nd B 


we8B uwBES 


earnings (cents) of: 


Bann ~wSnn 


Source: Computed from data furnished by U. S. Department of Labor, Burem of 


Labor Statistios. 


a/ + nae payroll periods in Morganton-Lenoir, where no July 1952 survey was 


b/ Totals may not add to 100 because of rounding. 
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Chort@. PERCENT DISTRIBUTION OF PLANT WORKERS IN WOOD FURNITURE 
(EXCEPT UPHOLSTERED) ESTABLISHMENTS, BY AVERAGE HOURLY 
EARNINGS, WINSTON SALEM- HIGH POINT, N.C., FOUR PAYROLL PERIOOS 


' é 
PERCENT OF PLANT WORKERS — PERCENT OF PLANT WORKERS 


100 400 
90 
a0 


70 


00°84.9 85-949 95- 105 - 15 - 
104.9 14.9 124.9 
AVERAGE HOURLY EARNINGS (CENTS) 
SOURCE. TABLE 36 


Chart 9. PERCENT DISTRIBUTION OF PLANT WORKERS IN WOOD FURNITURE 
(EXCEPT UPHOLSTERED) ESTABLISHMENTS, BY AVERAGE HOURLY 
EARNINGS, MARTINSVILLE,VA., FOUR PAYROLL PERIODS 1949-'52 


PERCENT OF PLANT WORKERS PERCENT OF PLANT WORKERS 
100 100 


90 
WA SEPT. 1949 
L) MAR . 1950 

ocT. 1950 ; 70 
Ezay JULY /952 


80 


60 


50 


40 


30 


 e Z: 


LESS 75-79.9 80-849 85°94.9 95- 105- i185- 125 - 
THAN 75 104.9 4.9 1249 OF MORF 


IALY EARNING. NT: 
SOURCE’ TABLE 36 AVERAGE HOURLY E S$ (CENTS) 
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Chart /O. PERCENT DISTRIBUTION OF PLANT WORKERS IN WOOD FURNITURE 
(EXCEPT UPHOLSTERED) ESTABLISHMENTS, BY AVERAGE HOURLY 
EARNINGS, MORGANTON - LENOIR, N.C., THREE PAYROLL PERIODS 1949-50 


PERCENT OF PLANT WORKERS 
100 


THAN 75 


PERCENT OF PLANT WORKERS 
100 


90 

SEPT. 1949 80 

[3:3] MAR 1950 
70 
60 
50 
40 
30 
20 


10 


95- /05- 15 - 
194.9 414.9 124.9 


AVERAGE HOURLY EARNINGS (CENTS) 


SOURCE. TABLE 36 


and less than half of 1 percent 
in the other two (Table 38). 


During the months between 
September 1949 and March 1950, 
wage changes were limited and 
were almost entirely confined 
to necessary increases to bring 
workers up to the 75-cent mini- 
mume During this period only 
one surveyed establishment re- 
ported a general wage increase 
for all plant workers. By 
March 1950 no one was earning 
below 75 cents an hour, and 
most of those previously doing 
so were receiving 75-79.9 cents 
an hour. These changes are 
determinable from Table 36, but 
are perhaps better seen in 
Table 37. There was little or 


no movement in earnings classes 
from 85 cents an hour up. The 
short-run impact of the new mini- 
mum, though generally insubstan- 
tial in this industry, served to 
narrow percent spreads between 
lower-level and other wages 
within each region. 


The minor nature of the 
short-run influence of the mini- 
mum is apparent in the date on 
occupational wage changes. 


2/ Swmarized in Table 3 for Winston 
Salem-High Point, Table 40 for Mar 
tinsville, ani Table 41 for Morgan- 
ton-Lenoir. The sight cooupations 
in these tables, ranged from lowest 
to highest average hourly earnings 
in September 1949, are a sample of 
key positions in the industry. 


SS ed 
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Table 37. Changes between payroll periods in percent of plant workers in 
specified categories of average hourly earnings, wood furniture (emept 
upholstered) establi three ions, 1949-52 


Changes in percent of plant workers reociving 
average hourly earnings (cents) of: t 


Less than 
75 75-7929 } 80-84.9 
%» 4 


Source: Computed from Table 3 
Except in Morgenton-Lenoir, where ne July 1952 survey was mate. 
b/ Percent figures in parenthesesare mimus, other figures plus. 


Table 38. Changes in average hourly carnings of plant workers in wood furni- 
ture (except upholstered) establishments, by region, 1949-52 a/ 
Estimated inorease in 
avg. hrly. carnings 
required to raise to 


75 cents hriy. earnings 
below that amount 


Source: Computed from data furnished by U. S. Department of Labor, Burean of 
Labor Statistios 
a/ Except in Morganton-Lenoir, where no July 1952 survey was made. 
Parentheses indicate minus quantity. 
o/ Less than half of one percent. 


62569 
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The low-wage jobs on the whole re- 
ceived larger percent increases 
than the high-wage ones, but the 
amounts involved were generally 
small and the pattern irregular. 


Earnings changes between 
March and October 1950 were marked 
in each region by increases in the 
proportion of plant workers ih the 
wage scale's middle sector (85 
cents to $1.249 an hour) and upper 
sector ($1.25 or more an hour), 
and by decreases in the percent of 
those averaging below 85 cents an 
hour (Table 37). Most pay in- 
creases during this period were in 
the form of a uniform cents-per- 
hour amount (usually 5 cents, but 
up to 10 cents in a few cases) for 
all plant workers receiving the 
raise. This tended to continue the 
process, begun as a short-run con- 
sequence of the 75-cent rate, of 
contracting percent differentials 
within the wage structure of each 
region. Over the longer-run peri- 
od from September 1949 to October 
1950, percent spreads between low- 
and high-paid jobs were reduced in 
Winston Salem-High Point and Mor- 
ganton-Lenoir but not changed much 
in Martinsville (Tables 39, 40, 41). 


These spreads were still not 
changed much in Martinsville by 
July 1952, but in Winston Salem- 
High Point by then, because of 
larger percent increments to the 
better-paid jobs after October 1950 
there, most of the higher minimum's 
contracting effect on occupational 
wage spreads seems to have been 
offset. 


Table 38 summarizes the 
changes in average hourly earnings 
in the three surveyed regions be- 
tween the various survey dates. 
Over the short-run period, these 
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earnings rose only one percent in 
the lowest-wage area, remained 
constant in the highest-wage re- 
gion, and fell one percent in 
Martinsville. The earnings de- 
crease in Martinsville was at- 
tributable to an increase in the 
number of lower-paid workers em- 
ployed there at the time. 


Advances in hourly earnings 
were larger between March and 
October 1950 than during the 
months immediately preceding, 
being seven percent in Martins- 
ville and eight percent in the 
other two areas. These advances 
were probably caused chiefly by 
the general business upswing in 
this country after the first 
quarter of the year, and especi- 
ally after the North Korean at- 
tack in June. There was little 
widening or narrowing of differ- 
ences in wage levels among the 
three regions during this period, 
or over the entire interval from 
September 1949 to either October 
1950 or July 1952. 


Non Effects of Minimum-Rate 
Increase 1/ 


A. Effects on employment 


The higher minimum led to no 
visible curtailment in industry 
employment. The average number of 
production workers in the manu- 
facture of wood household furni- 
ture (except upholstered) rose 
from 110 thousand in last quarter 
1949 to 116 thousand in first 

ter 1950, and to 1\9 thousand 


2/ All material in this section on non 
wage effects was furnished by Ue S. 
Dapartment of labor, Bureau of labor 
Statistios, and, unless specifically 
credited, {s from unpublished info». 
mation. 
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Table 3%. ‘Changes in average hourly earnings of plant workers in woo! furuiture 
(except upholstered) establishments, by selected cocupation, Vinsten Sales 
High Point, N. Ce, 1949 = 52 


Change iz —— pour 
carnings a 


rom 


Sanders, hands 


Rubbers, hand: 


Glusrs, rough stook: 


Assemblers, case goods: 


Mar. 
Ost. 
Jal 
Shaper operators: Sept. 1949 
Mar. 
Cote 
Jul: 


Maintenance men, 
general itilitys Septe 
Mare 


Oot. 
Jul 1 i 


Source: Computed from data furnished by U. S, Department of Labor, Burem of 
Labor Statistics. 


a/ Figures in parentheses are mims, other figures plus. 
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Table 40. Changes in average hourly carnings of plant workers in wood furniture 
(exoept upholstered) establishments, by selected cocupation, Martinsville, Va., 


Off—bearers, machine: 
Packers, furniture: 
Sanders, hand: 


Tubbers, hand: b/ 


SE 


SIEGE 
a 
pare 
5 


Sprayers: 


Assemblers, case goods: 


Shaper operators: 


Hf 

¥8E 
= 
a3 


Maintenance men, ma ise 
general utility: 
Cote ie 


eae ee other figures plus. 
>/ Data for July 1952 not available. 


Source: Computed from data furnished by U. S. Department of Labor, Burem of Labor 
Statistics 
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Table 41. Changes in sverage hourly earnings of plant workers in wod furniture 
(except upholstered) omen, SV echethed comnputtany Morgantonm—Lenoir, 
e, e 


G average hour. 
earnings 
Average hourly — 
Soo" ae SE 
(s Ta. 1 1) 7) 


y 


goods: 


Sprayers: 


Shaper operators: 


fen- 


Maintenamce men, 
eral utility: 


Sources Computed from data furnished by Us Se Department ef Labor, Buresu of 
Labor Statistios 


a/ Figures in parentheses are mims, other figures plus. 
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in second quarter 1950. For the 
entire year 1950, production- 
worker employment in the industry 
averaged 122 thousand, a signifi- 
cant gain over the 1949 average of 
103 thousand. 


Be. Effects on capital expendi- 
tures 


Of the 36 plants about which 
information on this subject was 
supplied, 7 introduced new machin- 
ery between September 1949 and 
October 1950. Four of these 7 
establishments were located in 
Winston Salem=High Point, the low- 
est-wage area, two in Morganton- 
Lenoir, and one in Martinsville. 
Approximate expenditures for such 
equipment ranged from $1,550 to 
$35,000. These figures are hard 
to interpret since no information 
was collected on whether this 
spending was incurred because of 
the higher minimum or for other 
reasons and there are no compara- 
tive statistics on capital invest- 
ment in other periods. 


C. Effects on hiring policies 


Only 1 of the 36 reporting 
establishments indicated a change 
in hiring policy because of the 
higher minimum, This change in- 
volved the hiring of younger work- 
ers. The proportion of plant 
workers 50 years of age or older 
was the same in October 1950 as 
in March of that year in Martins- 
ville ami Morganton-Lenoir, but 
in Winston-Salem-High Point was 
smaller by one percent of total 
workers there. 


Employment figures from U. S. 
Department of labor, Burem of 
labor Statistics, Division of Man- 
power and Employment Statistics. 
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D. Effects on hours of work 


No information is avail- 
able on scheduled workweeks, but 
weekly hours actually worked by 
production workers in the manu- 
facture of wood household furni- 
ture (except upholstered) showed 
no change after the higher mini- 
mum went into effect, averaging 
42 in last quarter 1949 and in 
both first and second quarters 
1950. Average weekly hours of 


production workers in 1950 as 
a whole averaged 42 compared to 
40 in 1949. 1/ 


Ee Effects on product prices 


The wholesale-price index 
for wood household furniture, the 
chief product of most of the sur- 
veyed Southern plants, is shown 
for the months July 1949 through 
December 1950 in Table 42, 2/ 
This index rose from 100 during 
last half 1949 to 101 during 
first quarter 1950 and 102 during 
second quarter 1950. After the 
Korean outbreak in mid-1950, it 
climbed rapidly. Whether the 
higher minimum was in any way re- 
sponsible for the slight price 
advance during first half 1950 is 
uncertain. One argument against 
the possibility is that wholesale 
prices for upholstered household 
furniture, a relatively high-wage 
industry probably little affected 
by the amended minimum, also rose 
slightly during first half 1950 
(Table 42). Furthermore, 

1/ U. S. Department of labor, Bureau 


of labor Statistics, Monthly labor 
Review, Table C-l, 

2/ There is no price index available 
specifically for nompholstered 
wood furniture. The index for wood 
household furniture is the closest 
substitute, being based almost en— 
tirely on nompholstered items, 





AMEND FAIR LABOR STANDARDS ACT OF 


1938 


Table 42, Indexes of wholesale prices of household furniture, by month, 
Jaly 1949 through December 1950 


Sources Use Se Dept. of Labor, Bureau of Labor Statistics, Division of Prices and 


Cost of Living 


17 


Ls 


competition from other sections 
of the nonupholstered wood furni- 
ture industry may have prevented 
the Southern segment--presumably 
the only one experiencing much 
direct influence from the higher 
minimum--from passing along leg- 
ally required pay increases, 
which were very small anyway, to 
buyers in the form of price ad- 
vances. 


Summary of Effects 


The influence of the amended 
minimum on wood furniture (except 
upholstered) manufacture in three 
Southern areas was relatively 
small and the pattern of its con- 
sequences sometimes irregular. 
The higher statutory rate caused 


larger increases in lower-level 
wages than in upper-level ones 
within each region, and so served 
to narrow percent wage spreads 
between the two levels. This 
narrowing process was continued 
between March and October 1950 
because of the general practice 
then of granting pay increases 

in uniform cents-per-hour amounts. 
But in Winston Salem-High Point, 
the area where the influence of 
the minimum is most clearly seen 
because it was the lowest-wage 
region with the greatest impact, 
most of the higher minimum's 
contracting effect on occupation- 
al wage spreads seems to have 
been offset by July 1952 by the 
larger percent increments given 
to the better-paid jobs after 


yA 


awe 


} 
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October 1950. 


The short-run impact of the 
new minimum caused a percent rise 
in average hourly earnings in 
Winston Salem-High Point but not 
in the two higher-wage regions; 
this reduced pay-level differen- 
tials between the former and the 
others. But the amounts involved 
were very small, and over the en- 
tire period 1949-52 there was 


t 
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little widening or narrowing of 
differences in earnings levels 
among the three regions. These 
levels were fairly similar to 
start with and remained so. 


In keeping with the minor 
nature of its wage consequences, 
the 75-cent rate appears to have 
had no marked nonwage impact in 
the industry. 


ma aera pve 
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CHAPTER 7 
EFFECTS IN ESTABLISHMENTS WITH REPORTED ADJUSTMENT PROBLEMS 


Soon after the new minimun 
went into effect, some establish- 
ments were reported experiencing 
difficulties in aditusting to it. 
This fact was brought to the 
attention of the Divisions 
through corresvonience addressed 
to them, to other Goverrment 
agencies, ari to Congressmen, and 
through reports appearing in trade 
publications, business magazines, 
and newspapers. The Divisions 
carefully checked into each 
instance of reportei hardship, 
usually by field investigations, 
to determine the extent, if any, of 
adverse impact. The present chapter 
summarizes the findings of these 
examinations. 


In the process of investi- 
gating every alleged problem 
case, the Divisions made surveys 
of establishments engaged in 
oyster canning in the Gulf area, 
hand manufacturing of cigars, raw- 
sugar producing in Louisiana, and 
also of 41 establishments scatter- 
ed through various industries and 
parts of the countrv. Almost a 
third of these 41 plants were en- 
gaged in some form of apparel man- 
ufacture, over a fifth in some 
kind of food or tobacco process- 
ing. Nearly half of the 41 were 
located in the South, as was much 
of the hand-cigar activity and 
all the oyster-canning ani raw- 
sugar industries. 


The establishments studied 
are not a representative sample of 
subject industries generally and 
their experiences under the Act 
cannot be considered typical. 


Instead they represent reported 
cases of major unfavoratle ad- 
justments, and conclusions con- 
cerning them should be so inter- 
pretei. Other establishments anid 
industries, unless their problems 
were not disclosed to the Divisions, 
were either not so substantially 
affected or else could more easily 
ad just to the consequences of 

the new minimun, 


It is estimated that the 
activities studied because of 
reported hardships employed a 
maximum of about 38,000 workers 
in 1959, These workers were dis- 
tributed as follows: 15,000 in 
Gulf oyster canning, 10,000 each 
in Louisiana raw-sugar projucing 

in the hand manufacture of 
cigars, and 3,900 in the 41 in- 
dividually surveyed plants. These 
are very small numbers when compar- 
ed to estimates of the Divisions 
of 21 million employees covered in 
1950 by the minimum-wage provisions 
of the Act and of 1.3 million 
employees receiving direct pay 
increases because of the minimun- 
wage increase in that year. As 
already indicated, other plants 
than those surveyed may have 
felt seriously adverse effects 
because of the amended minimum, 
but if so, their difficulties 
were not revealed to the Divis- 
ions. 


Effects on Closings, Curtailments, 
arri Fmployment Policy 


Perhaps the most severe 
effects were felt among the oyster 
canneries of the Gulf area. 
Several facts are noteworthy in 
assessing the impact there: (1) 
fish canning had been exempt from 
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the minimum-wage requirements of 
the Act before the 1949 amend- 
ments, (2) Gulf-area oyster 
canning involves mostly hand 
labor and very little machinery, 
(3) active oyster canneries in 
the region had increased fram 32 
to 52 during 1946-49 because 

of boom postwar demand, ami (4) 
sales ani prices for oysters 
were falling at the time the new 
minimum took effect. In any 
case, during the 1950 canning 
season running from January 
through April, seven canneries 
operated either not at all or 
for only a few weeks, several 
others reducei operations and out- 
put, and an estimated 1,9) em- 
ployees lost work because of 
closings, curtailments, and lay- 
offs of slower workers. While 
not solely responsible, the 75- 
cent requirement probably contri- 
buted its influence to much of 
this retrenchment. 


Effects were significant also 
in the hand manufacture of cigars. 
This activity had traditionally 
been able to compete with machine 
operations chiefly by paying 
relatively low wages. But even 
before 1959 it was gradually 
mechanizing and replacing its 
hand workers. The new minimum 
somewhat hastened this replace- 
ment process amd involved an 
estimated 590 to 1,999 employees, 
mostly in Florida and Pennsylvania. 
These workers incluied many older, 
handicapped ones, some of whom 
were later certified as hamii- 
capped workers and rehired at 
prescribed subminimum wage rates. 


The raw-sugar mills in 
Louisiana, whose operating sea- 
son annually runs from October 
through December, had indicated 
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that their cost-and-price positions 
would not permit them to meet the 
larger payrolls they assumed 

would develop from the new minizun. 
But by October 1950, their first 
griniing season after the higher 
rate took effect, sugar prices 

had risen because of the Korean 
development and the industry 

was able to absorb the 75-cent 
wage. Nevertheless, there was 
some job elimination at several 

of the mills because of labor- 
saving changes made to offset 

the higher statutory wage. 


Of the 41 plants individually 
surveyed, 2 ceased operations in 
early 1950, allegedly in part 
because of the new minimum, The 
owner of one of these plants, an 
Alabama shirt manufacturer, stated 
that, although the 75-cent rate 
was also involved, it was primarily 
ths competitive loss of his market 
to brand-name shirts and the poor 
financial position of his firm 
that caused discontinuance of 
manufacturing operations. This 
firm was small, with 16 employees, 
as was the other plant which 
closed, a Massachusetts women's 
apparel establishment employing 
about 30 persons. The latter 
operation became inactive because 
of the higher minimum ami jepressed 
market conditions. 


Curtailment of operations was 
reported in 6 other of the 41 plants 
contacted. Every one of these 6 
was a relatively marginal firm 
faced with other difficulties 
which might contribute to re- 
trenchment. Thus a Texas manufac- 
turer of infants' wear had been 
losing sales steadily for several 
years to low-wage Philippine 
competition. The arrival of the 
75-cent minimum resulted in a 
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drop of employment in this plant 
from 1M to 59, a shift from a 
5-to a 4-day week, and a change 
in production from smaller-size 
to larger-size infants* wear. 
This production switch was en- 
couraging for the future since 
Philippine competition did not 
extend to the larger sizes. Two 
postage-stamp dealers, operating 
in a competitive industry faced 
with declining sales, were ad- 
versely affected by the higher 
minimum, One of these, a New 
York State dealer with 45 employ- 
ees, switched to a 4-day week, 
discharged 5 emplovees, ani 
contemplated laving off another 
5 or 10. The other, a Massachusetts 
dealer said to be the country's 
largest, decreased average em- 
ployment between early 1949 and 
mid-1959 from 2% to about 150, 
but this decrease was due to 
increased efficiency and dwindl- 
ing sales as well as to the 75- 
cent rate, 


A Utah manufacturer of 
children's clothing, with 20 en- 
ployees during the peak period, 
ended seasonal activity about a 
month earlier than usual, 
allegedly because of the new 
minimm. But this seemed largely 
a spurious contraction since 
seasonal output was about normal, 
production having been speeded up 
during the months immediately 
before the 75-cent rate went 
into effect. Two other estab- 
lishments, an Ohio handmade-cigar 
plant with 5 workers am a 
Kentucky lumber yard with 4 
workers, eliminated whatever 
out-of-state sales they had been 
making in order to be released 
from coverage under the Act. 


1938 
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Such was the reported ex- 
tent of reduction in operations. 
Estimated unemployment from 
this reduction involved between 
2,000 and 3,009 workers. In 
addition, layoffs occurred in 
three other places. A fairly 
large Virginia cigar manufacturer, 
with about 900 employees, dis- 
charged 15 slower pieceworkers 
who could not average at least 
75 cents an hour after piece 
rates had been raised. A 
Louisiana metal-furniture manu- 
facturer with 95 employees 
eliminatei the need for 4 of 
them by installing $15,000 worth 
of labor-saving machinery, such 
installation apparently being 
due to the higher minimum wage. 
A Colorado broom manufacturer 
with 128 employees credited the 
™5-cent rate with causing him 
to discontinue the employment 
of 2 persons engagei in the 
stemming of broom corn. 


Five of the 41 plants 
surveyed reported changes in 
hiring policies because of the 
higher minimum. In each case 
the stated purpose was the same, 
to employ more efficient per- 
sonnel. To do this, three 
firms switched to hiring only 
younger persons, the other two 
to trying to secure only well- 
qualified workers. 


Effects on Capital Expenditures 
and Production Methods 


Among the plants and in- 
dustries stulied, expenditures 
for labor-saving equipment. were 
generally negligible. This may 
have been partly because after 
mid-1959 metals and machinery 
became scarce ami subject to 
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rising prices ari allocation. 

It may have been partly because 
some operations, like ovster 
canning, offered little technical 
opportunity for new methods or 
machines. 


The mechanization of the 
hand-cigar industry, as already 
noted, was somewhat accelerated 
by the higher minimum, as were 
some technical changes which had 
been occurring in the Louisiana 
raw-sugar mills. These changes 
included the shipment of raw 
sugar to refineries in loose bulk 
rather than in sacks, the elim- 
ination of some positions by 
combining job stations and re- 
ducing yard and mill cleaning 
crews, and the greater use of 
small tractors for hauling 
purposes. In addition, 6 of the 
41 establishments separately 
surveyed indicatei effects on 
capital investment or production 
methods. The 75-cent rate was 
claimed to have discouraged capi- 
tal spending in two cases, by 
causing (1) a Georgia meat packer 
to abandon plans to build a 
sausare plant expected to cost 
about $6,000-$8,000, and (2) 
an Alabama trouser manufacturer 
to drop well-developed plans to 
construct a new factory. On the 
other hand, this latter producer, 
in an effort to lower unit labor 
costs allegedly as an offset to 
the new minimum, spent approx- 
imately $20,000-$25,9 for en- 
gineering, efficiency time stuiies, 
and changing from the individual- 
bundle system to a more or less 
production-line method termed 
the integrated-flow system. 


The higher minimum was held 
responsible by a Louisiana metal- 
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furniture manufacturer for the 
installation in his plant of 
three new automatic slat 
machines costing a total of 
$15, andi eliminating the 

need for four workers. This 
instance has already been noted 
in connection with its effect 

on employment. A Texas producer, 
cited earlier as having curtailed 
operations apparently because 

of the 75-cent wage, at the 

same time and for the same 
reason shifted production from 
smaller to larger sizes of 
infants* wear. One New York 
City manufacturer of ladies’ 

hand bags reacted to the higher 
hourly wage requirement by 
substituting cheaper materiale 
and "cutting corners," to 

quote from the case investigator's 
report. The sixth firm which 
noted effects on investment or 
production methods, a New Jersey 
producer of embroidered hand- 
kerchiefs, shifted to larger- 
sized hanikerchiefs requiring 
less stitching per inch. 


Effects on Other Factors: 


Hours of Work and Product 
Prices 


Overtime work in the 
Louisiana raw-sugar mills was 
generally curtailed or eliminated 
altogether during the inactive 
season when the industry has no 
exemption from the overtime 
requirements of the Act. Four 
of the 41 establishments 
separately stuiied noted that 
the 75-cent rate had influenced 
plant policy on hours of work. 
The Louisiana metal-furniture 
manufacturer mentioned above 
shifted to a 40-hour week in 
all departments and eliminated 
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overtime work on Saturday 
mornings for maintenance 
employees and workers on rush 
jobs. The Georgia meat packer 
already cited as having aban- 
doned some construction plans 
claimed that, because of the 
curtailment of customary 
overtime work, the take-home 
pay of practically every one 
of his 56 employees had been 
reduced to less than it was 
before the higher minimm be- 
came effective. A similar 
result was alleged by an 
Alabama peanut-oil processor 
with two separate establish- 
ments. During the active sea- 
son, this man switched his 
plants from two 12-hour to 
three @&-hour shifts daily and 
transferred his employees from 
an 84-hour to a 40-hour week. 
Some of these employees com- 
plained because they were earn- 
ing less for 4 hours of work, 
even at. the higher hourly 
minimum, than previously for 
8, hours. On the other hani, 
more workers would have had 
to be hired unless output were 
reduced or rate of output 
sufficiently expanied. 


Four of the 4] plants 
individually stuiied reported 
minor price increases as a 
result of higher labor costs 
due to the new minimum. Two 
of the plants gave the 75-cent 
wage sole responsibility for 
such increases and two made it 
only partly accountable. 


Summary of Effects 


Any minimum rate set high 
enough to affect broad areas 
of industry--and the 75-cent 
rate was estimated by the 
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Divisions to have brought direct 
pay increases to 1.3 million 
employees--will inevitably seem 
too high for some occupations 

amd establishments. Firms vary 
in their productive efficiency, 
financial strength, ami security 
of market position, with always a 
margin of business mits which 
are weak in one or more of these 
factors. One consequence of any 
effective minimum is its relatively 
severe impact on the most insecure 
firms. Companies in this category 
usually do not have wide profit 
margins to withstand higher 
expenses, strong market demand to 
absorb price increases, or 
opportunities or capital for 
technical improvements to lower 
unit costs. At the same time 
they often offer the lowest wages 
and face the most substantial pay- 
roll increases to meet any higher 
minimum rate, Many of the plants 
with reported adjustment problems 
appeared to be of this type. 


Even within so selected a 
group, however, the adverse im- 
pact of the 75-cent requirement 
was on the whole not very sub- 
stantial. The oyster canneries 
of the Gulf area were indeed 
markedly affected during 1950, as 
was the hanid-cigar industry, 
though less so. The Louisiana 
raw-sugar industry was able to 
absorb the higher minimum out of 
sugar price increases occurring 
after the Korean outbreak, though 
the 75-cent rate influenced a 
speed-up in technological change 
ami a reiuction in nonexempt 
overtime work. Of the 41 plants 
separately surveyei, 1] experienced 
some unemployment, 2 by closing, 
6 by curtailments, and 3 by 
eliminating a few positions or 
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slower workers. Factors other 
than the 75-cent rate were 
partly responsible for closings, 
curtailments, and layoffs in 
most instances. Estimated unem- 
ployment in the surveyed activi- 
ties involved between 2,000 and 
3,00) workers. A very few 
establishments claimed effects 
on capital spending and produ- 
ction methods (6 plants), hiring 
policies (5 plants), hours of 
work (4 plants), and prices (4 
plants). 
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Unless the surveyed businesses 
were merely the most vocal and 
not actually among the hardest 
hit, it would appear that either 
the new minimum was set low 
enough not to seriously affect 
even the least souni firms or 
else, and this seems more 
likely, the economic upturn 
occurring in this country after 
first quarter 1950 permitted 
absorption of the higher min- 
imum out of rising prices with 
little further necessary 
ad justments. 
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CHAPTER & 
EFFECTS ON EARNINGS IN 17 SELECTED INDUSTRIES 


The preceding chapters have 
traced the impact of the ainimm- 
rate increase in five low-wage 
manufacturing industries (Chap- 
ters 2-6) and in establishments 
with reported adjustment problems 
(Chapter 7). The present chapter 
further assesses the effects of 
the 75-cent rate, this time by 
comparing the course of hourly 
earnings before and after January 
25, 1950 in industries presumed 
substantially affected by the 
minimum-wage increase and in 
industries presumed only slightly 
or not at all affected. Low- 
wage employments generally 
subject to the Act were select- 
ed to represent activities be- 
lieved to have experienced a 
substantial direct impact from 
the 75-cent rate. Low-wage re- 
tail and service trades gener- 
ally not subject to the Act, and 
high-wage covered industries 
which in Jariuary 1950 were for 
the most part already paying above 
75 cents an hour, were chosen 4s 
samples of activities assumed 
to have felt little or no 
direct effect. Table 43 lists 
the 17 industries selec:ed for 
the comparative analvsis, with 
their average hourly earnings for 


specified years between 1939 and 
1951. Y/ 


The comparative analysis in 
this chapter is discussed gener- 
ally in terms of groups of indus- 
tries rather than in terms of the 
individual industries making up 
these groups. This is for emphasis 
amd easier exposition. The earnings 
figure selected to represent e@ 
group of industries is the simple 
arithmetic mean of the earnings 
of industries in that group. A 
simple mean (that is, with each 
industry weighted equally) was 
used because, for the purposes 
of this analysis, the wage behavior 
of each industry was considered 
equally significant in depicting 
the composite wage pattern of its 
group. An equally weighted mean 
may have been unrepresentative of 
a particular group had there 
been marked divergences in the 
wage trends of the several in- 
dustries in that group. But 
such was not the case, In each 
group, the simple mean of average 


i/ An industry was considered low-wage 
if its average hourly carnings were 
more than 2 percent below, high-wage 
if its average bourly earnings were 
more than 2 percent above, the aver 
age hourly earnings for total mam- 
facturing activity (all earnings data 
as of 1936). Excluded from the com 
parison, however, were industries for 
which significant changes in defini-~ 
tion were made by the U. S.Burem of 
labor Statistios during the period 
studied, except that corrections were 
made for changes in definition of the 
Southern sawmilling industry and it 
was inoluded, 
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in selected industries, United States, 


specified years 1938-51 


All mamfeoturing industries 


rac ng 
aMutomodile manufacturing 
Bituminous<coal mining 
Lecomotive manufacturing 
Petroleum refining 
Rabber—tire-and<innertube mfge 
Shipbuilding 


Average for high-wage industries b/ 
indus 


oss 
Canning and preserving 
Confectionery manufacturing 
Fertiliser manufacturing 
Knit-underwear manufacturing 
Leather—footwear manufacturing 
Southern sawnills and planing 
mills 


Average for subject industries b/ 


Nonsubject industries: 
Cleaning and dyeing plants 
General merchandise stores 
Hotels, year-round 
Power laundries 


Average for nonsubject industries b/| 42 


#8 & SRLS 


&sBy 


a/ Average for yeare Excludes premium pay for overtime wrk except in anthracite 
and bituminous-coal mining and in the four low-wage nonsubdject industries. 

b/ Simple arithmetic mean, each industry being weighted equally. 

of Estimated BLS series not begun until 1939. 


Sources Us Se Department of labor, Bureau of labor Statistics, Monthly labor Review, 
Table C-l, except for computed means noted in footnote be 


industry earnings formed a trend 
line over time that appeared to 
be a good fit of the distribution 
of wage trends for the group's 
individual industries (see Charts 
aa} 12, and 13, basei on Table 
4h). 


In Chart 14, the 1938-51 
trends of average earnines in the 


high-wage subject, low-wage sub- 
ject, and low-wage nonsub ject 
classes of industries are graph- 
ically compared with each other 
and with the earnings pattern for 
all manufacturing industries as 
a group. The chart shows that 
the largest percent earnings 
advance over the period occurred 
in the low-wage industries whose 
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workers were generally sut ject this and other aspects of the 
to minimum-wace legislation. wage behavior between 1936 and 
The rest of the present chapter 1951 of the industries selectei 
describes in greater detail for analysis. 


Table 44. Indexes of average hourly earnings in selected industries, United 
States, specified years 1936-61 


pean | 00| 2042 | 148 [2048 | 04 | 020] 19m 


im itit its 


R$ BFasF 


Average for subject industries 


Nonsubject industries: 
Cleaning and dyeing plants 
General merchandise stores 
Hotels 


year-round 
Power {eandries 


Average for nonsubdject industries 


B SBSS & FY BERS 


E Begs 


Sources Computed from Table 43. 





1744 


AMEND FAIR LABOR 


Ch s in Selected Indust 
Earnings, 1949-51 

Table 45 shows in percent and 
cents-per-hour terms, for the 
selected industries and for all 
manufacturing activity, increases 
in average hourly earnings be- 
tween 1949 and 1959, between 1959 
and 1951, and between 1949 and 
1951. The year 1949 was the last 
full one before the minimum-rate 
increase to 75 cents an hour 
became effective. The year 1950 
was the first one in which eco- 
nomic activity was affected by 
required adjustments to the higher 
statutory minimum. It was a 
year also influenced by a general 
business upswing, which began 
after March and gained momentum 
from the North Korean attack in 
June. During second half 1950 
and during 1951, inflationary 
pressures greatly outweighed the 
minimum-rate increase in influen- 
cing wages and other job condi- 
tions. 


In 1949, average hourly 
earnings in the low-wage subject 
industries averaged higher than 
those in the low-wage nonsubject 
retail and service trades, but 
were slightly less than three- 
fifths of the average pay in the 
selected high-wage employments, 1/ 
Between 1949 and 1950, the low- 
wage subject industries had the 
largest proportionate advance in 
mean hourly earnings, 5 percent, 
as against only 3 percent for the 
high-wage industries and 2 per- 
cent for the low-wage nonsub ject 
2/ In that year, nonsubject trades 
averaged hourly carnings of 88 cents, 
low-wage subject industries $1.01, and 
high-wage industries $1.75 (Table 43). 
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activities (Table 45). The 
difference here may perhaps be 
fairly ascribed to the influence 
of the amended mininun. 


The mean of average earnings 
for 1951, compared to 1950, was 
9 percent higher in the high- 
wage subject industries, 8 percent 
higher in the low-wage subject 
lines, and 5 percent higher in the 
nonsubject trades, Evidently the 
industries with initially higher 
wage levels received earlier or 
larger pay advances during this 
period of economic upswing. Earn- 
ings increases in the low-wage 
subject industries may also have 
reflected in part the minimm- 
wage influence. 


Over the entire three-year 
period 199-51, the high- and low- 
wage subject industries had the 
same proportionate increases in 
mean average hourly earnings 
(13 percent) while the nonsubject 
retail and service trades lagged 
behind with an 8-percent advance. 
Most of the difference in gains 
between the low-wage subject 
and nonsubject industries probably 
was caused by the minimm-rate 
increase, Most of the difference 
in gains between the high-wage 
industries and the low-wage non- 
subject ones may have been due - 
to a tendency for initially higher 
rates to enjoy earlier or larger 
pay increments during this time of 
improving business conditions. The 
1949-51 experience shows that low- 
paid industries subject to minimua- 
wage legislation were able to hold 
their own in percent earnings 
advances with high-paid industries 
while low-paid industries 
outside the benefits of such 





AMEND FAIR LABOR STANDARDS ACT 


Table 4. 


OF 1938 


1745 


Increases in average hourly earnings in selected industries, 


United States, by period, 1940-51 


Rubbex-tire-and-innertabe afg. 

Shi pbui lding 
Range of increases for high-wage industries 
Increase in average for highewage industries 


e industries 

Stes Industries: 
Canning and preserving 
Confectionery mam factu ring 
Fertiliser mam factu ring 
Knit-underwear mam facturing 
Leather-footwear mam facturing 
Souther sawmills and planing mills 


Range of inoreases for subject industries 
Increase in average for subject ininstries 


Nonsubject industries: 
Cleaning and dyeing plants 
General merchandise stores 
Hotels, yearrount 
Power laundries 

Range of inoreases for nonsibject 
industries 

Inorease in average for nonsubject 
industries 


Source: Commted from Table 43, 


legislation were not able to do 
go. 


Table 45 shows the 1949-51 
wage movements in cents-per-hour 
as well as percent terms. During 
the period, low-wage subject earn- 
ings increased in everage amount 
by only 13 cents compared to 22 
cents for the high-level wages, 
even though the two showed equal 
proportionate gains (equal percent 
advances of course represent 
greater actual money increments 
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for initially higher wages). 
Cents-per-hour pay differentials 
were therefore widened between 
low- and high-wage subject 
activities, and also between 
them and the nonsubject retail 
and service trades. 


Ch ® in Selected Indust 


It is interesting to compare 
the wage influence of the minimum 
during 1950-51 with its wage 
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influence during 1938-41, 
another period of substantial 
minimum-wage impact. The 

Fair Labor Standards Act 

became effective October 24, 
1938, with a minimum hourly 
rate of 25 cents. This rate was 
increased after the first year 
to 39 cents, with an hourly 
minimum of 4° cents scheduled 
to become the legal wage floor 
within a maximum of seven years 
from the effective date of the 
law--by October 24, 1945, that 
is. Before that date, the 49- 
cent minimum was to be attained 
on an industry basis as rapidly 
as possible without substantially 
curtailing employment, and for 


this purpose an industry-committee 


procedure was set up. During 
the next few years, industry 
committees made many recommen- 
dations for rates ranging from 
32.5 to 40 cents an hour. By 
July 1944--more than a year be- 
fore the end of the seven-year 
period--the 40-cent rate had 
been put into effect in all 
industries coverei by the wage 
requirements of the Act (outside 
of Puerto Rico ani the Virgin 
Islanis). 


Being a period of active 
adjustment to the new Federal 
minimum wage, the 1938-41 inter- 
val resembled the 1950-51 years 
of adaptation to the minimun- 
rate increase to 75 cents. It 
also resembled the 1959-51 years 
in being a time of generally 
improving business conditions, 


AMEND FAIR LABOR 




















102 


STANDARDS ACT OF 1938 


based mostly on national 
defense expenditures. 1/ 


Table 46 summarizes percent 
amd cents-per-hour wage changes 
between 1938 and 1941. For the 
low-wage industries, the mean 
of average hourly earnings 
advanced 14 percent in the 
generally subject activities 
amd 4 percert in the generally 
nonsubject ones. This difference 
in relative gains was probably 
mostly due to the upward wage 
pressure of the new minimum 
on subject employment. The 
selectei high-wage covered 
industries, which presumably 
experienced little direct effect 








1/ The following indexes indicate the 
rising economic trend during 1936- 
41: 


eae ha 


Production work 
National Industria] ers in mamfeo~- 


Year income tion re 

9 fies see Buploy= Avg-hriye i 

100) 100) ment earn ¢ 
1938 93 89 90 ® 
1939 100 109 100 100 z 
1940 112 125 108 105 & 
i194] 143 162 133 116 : 
Sources National inoome index computed ‘ 
from Ue Se of Commerce, ; 


Bureau of Foreign and Domestic Commerce, 
National Income snd Product of the 
United States 1929-50, Table 1, Index 

of industrial production computed from 
Federal Reserve Bulletin. Data on 
production workers in manuf: 

from Ue Se Department of Labor, Burem of 
Labor St tistics, Handbook of Lebor 
Statistics: 1950 Biition, Tables s-<6 
md Cele Average hourly earnings on 
“gross” basis, inoluding premium pay 
for overtime and late-shift works 
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Table 46, Changes in average hourly carnings in selected industries, 
United States, 1936-41 


Al) manufacturing industries 


Automobile mamfactur ing 
Bituminous-coal mining 
Locomotive manufactur ing 


Petroleum refining 
Rubber-tire-and-innerture mfg. 
Shipbuilding 


Range of increases for high—wage industries 
Increase in avcrage for highewage industries 


e stric 
justriess 
Canning and preserving 
Confectionery mamfactur ing 
Fertilizer mamfacturing 


Range of increases for subject industries 
Increase in average for mbjeot industries 


Nonsubject industrics: 
Cleaning and dyeing plants 
General merchandise stores 
Hotels, year-round 
Power laundric 


Range of changes for nonsubject industries 


Change during period 
1938-41 a/ 


~ 
vs) 


woth~waoKEw 


t 
eb iwa~wF Bu 


Y 


ob B aa nno 


Imrease in average for nonsubject industries 


a/ Figures in parentheses are mims, other figures plus. 


Sources Computed from Table 43, 


from the Federal minimum because 
their Lowest pay rates were 
generally already 49 cents or 
more an hour, advanced 9 percent 
in mean hourly earnings. 


This experience is similar 
to that for 1949-51 in implying 
that, during an economic upswing, 
increases for low-wage nonsub ject 
earnings tend to fall behind those 


for high-wage ones. The 
experience differs from that 
for 1949-51 in that low-wage 
subject earnings maintained an 
aivantage over high-wage ones 
in percent gains. Perhaps this 
is partly because the direct 
upward effects of the minimn, 
instead of being concentrated 
at only one time as in 1950, 
were spread out over the entire 
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period 1938-41 as the legal 
hourly minimum was raised in 
small increments from 25 cents 
to a maximum of 40 cents. 


In cents-per-hour terms, 
average hourly earnings in 1938 
averaged 89 cents for the seven 
high-wage industries, 42 cents 
for the low-wage subject employ- 
ments, ani 42 cents for the non- 
subject trades (Table 43). Bven 
though 1938 earnings in the low- 
wage activities were less than 
half those in the high-wage ones, 
the upward force of the newly 
enacted minimum was strong 
enough to result in cents-per- 
hour advances almost as large 
for the low-wage subject indus- 
tries as for the high-wage ones 
(6 cents compared to 8 cents: 
Table 46). Meanwhile, the non- 
subject trades laggei behind, 
with an increase in mean hourly 
earnings of only 2 cents. 


Changes in Selected Industry 
Earnings, 1942-49 


Between 1942 and 1949 
economic activity was least 
affected ty the statutory 
minimum since original enact- 
ment of that minimum. Increas- 
ing labor needs during the 
course of World War II raised 
lowest hourly earnings to 
amounts equal to or higher 
than 49 cents. The legal 
minimum was of only minor con- 
sequence during 1942, 1943, and 


STANDARDS ACT OF 1938 


1944 1/ Thereafter it Lost 

all direct influence ani, wmtil 
the minimum-wage increase of 
January 1950, was only a 
potential gloor in the event of 
a fall in wages. The primary 
impact on pay scales amd other 
comitions of employment during 
1942-49 stemmed from a general 
tightening of the labor market 
and, during World War II, also 
from a Federal program of wage 
controls. 


The 1942-49 experience is 
useful in pointing up comparative 
pay movements between low-wage 
subject and nonsubject industries, 
ari between low- and high-wage 
industries during a time when 
substantial ninimum-wage pressures 
were generally absent. This 


experience, when compared with 
those during 1949-51 and 1938-41 


1/ Though a number of covered indus— 
ries were still paying less than 40 
cents an hour during 1942-44, and the 
last order of the Wage-Hour Adminis— 

trator raising the hourly minimm 

to 40 cents was not issued till July 
1944, Accoriing to estimates of 

the U. S. Bureau of labor Statistics, 
less than 40 cents an hour was reoeived 
by 7 percent of mamfacturing workers 
in Jamary 1942, by 2 percent in 

June 1943, Earnings of nommamfav- 
turing workers, some of whom were 
subject to the wage requirements 

of the Act, were generally lower in 
1942-43 than those of mamfacturing 
employees, (BLS estimates from 
Monthly Labor Review, for January 1942 
from isme of June 1942, p. 124, 

for June 1943 from issue of October 
1943, Pe 639.) 
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when the minimum was an active productive factors. Wage and 

amd significant factor, may en- price controls were in effect 
phasize, by contrast, the extent during the first period but were 
amd direction of the minimm-wage discontinuei in the postwar years. 
influence on low-paying subject 


activities. Between 1942 and 1945, 


average hourly earnings showed a 
The 1942-49 years fall into larger percent increase in the 
two main divisions: the war low-wage nonsubject trades as «4 
period 1942-45 ani the postwar group (38 percent) than in either 
period 1946-49. Both were times the low-wage subject industries 
of exceptional stresses arising (27 percent) or the high-wage 
from general scarcities of covered industries (17 percent) 
(Table 47). This inverse 
Table 47. ‘Inoreases in average hourly earnings in selected industries, 
United States, by period, 1942-40 


Percent inorease Cents increase 


‘ac 
e t e 


Automobile manufacturing 
Bituminous-coal mining 
Locomotive manufacturing 
Petroleum refining 
Rubber-tire-and-innertube mfg. 
Shipbuilding 
Range of increases for high-wage industries 
Increase in average for high—rage industrics 


ee industries 
« justrios: 


and 


Sh VRNSBRS 


N 


Cenning Preserving 

Confectionery manufacturing 

Fertilizer manufacturing 

Kniteanderwear manufacturing 

Leatherfootwear manufacturing 

Southern sewnills ani planing mills 
Range of increases for subject industries 
Imrease in average for subject industrics 


TREASS 
SSBIRB 


Nn 
oy 
N 
— 


Nonsubject industries: 
Cleaning ami dyeing plants 
General merchandise stores 
Hotels, ye:x-round 
Power laundri 


es 
Range of increases for nonsubjeot industries | 25-45 
Inorcase in average for nonsubject iniustries 


be 


EESSRE oF 
stare RTRESS RY 


Sources Computei from Table 43. 





1750 


correlation between initial level 
of wages ami size of earnings 
advance 1/ may have been partly 
caused by efforts of low-paying 
employers to discourage their 
employees from transferring 

to the relatively high-wage 
industries. (A transfer from 
low- to high-wage activities went 
on anyhow to some extent during 
the 1940-45 years of defense 

and war effort.) The inverse 
correlation may have also been 
partly due to the National War 
Labor Board policy of being 
relatively lenient in granting 
wage increases to correct sub- 
standards of living while limiting 
other pay advances to merit 
increases, in-grade promotions, 


iJ According to Table 43, average 
curly earnings in 1942 averaged 48 
cents for the nonsubject trades, 55 


cents for the low-wage subject employ 
ments, and $1,05 for the high-wage ones 
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and other adfustments affecting 
workers individually or in specif- 
ic groups. 1/ The 1942-45 exper- 
ience was strongly influenced 

by its distinctive features of 
extreme labor stringency ani a 
socially directei national wage- 
stabilization policy. 


All wage and salary controls 
ard almost all price ceilings 
except those on rents were removed 
in November 1946. The following 
two years were marked by rapid 
advances in prices, output, and 
national income, with successive 


1/ The National War labor Board was 
© agency responsible for wage 
controls during World War II. In an 
early policy formmlation ( Inte» 
national Harvester Co. case, decided 
April 15, 1942), the Board declared 
as one of its basic principles: 
"Without doubt wages in substandard 
brackets should not only be increased 
to meet changes in cost of living 
wt, whenever possible, they sha 
be raised to the standard level," 


A November 6, 1942 policy state- 
ment of the Board, incorporating the 
little Steel fommila and other 
general criteria for deciding wage 
oases, provided that no further in. 
creases in wages or salarics were 
to be authorized except those olearly 
needed to correct substandaris of 
living or to compensate for the rise 
in the cost of living between January 
1941 and May 1942 (or, to include 
a later revision, to afijust inten. 
pliant inequities}. To implement its 
substanda ri-wage policy, the Board 
muthorized employers to increase 
minimum hourly wage rates without 
ite further approval, if no price 
increases were requested, up to 40 
cents (later 50 cents, and then 55 
cents), In addition, Board approval 
was not required, with certain excep- 
tions, for any wage increase made 
by an employer of eight or fewer 
wo rkers. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 


roumis of broad, general pay 
increases, but 1949 saw a level- 
ing off and then contraction of 
business activity. 


During the years between 
1946 and 1949, when the 49%-cent 
minfmum had no apparent wage 
influence of any sort, mean 
hourly earnings experienced equal 
proportionate increases of 26 
percent in the selected high- 
and low-wage subject iniustries 
and an advance of 22 percent in 
the low-wage nonsubject trades 
(Table 47). The 26-percent 
gain in the average for high- 
wage activities, compared with 
the 22-percent gain in the 
average for nonsubiject earnings, 
supports the hypothesis of 
larger or earlier pay increases 
for initially higher wages in 
times of economic expansion 
(as does the 3%-percent advance 
in the average for all manu- 
facturing employmer:t compared 
with the increases for low-wage 
pursuits). 


Between 1942 and 1949 
both the low-wage subject and 
nonsub‘ect activities increased 
their mean hourly earnings by 
more than four-fifths while 
high-wage average earnings 
increased by two-thirds. Thus 
over the eight-year span the 
low-wage pursuits bettered 
their comparative position, even 
without much upward impetus from 
the statutory minimum, The im- 
provement relative to the high- 
wage industries occurred, how- 
ever, during the 1942-45 period, 
probably mostlv because of the 
extreme labor shortages then 
current and the National War 
Labor Board policy of permitting 
increases for substandard pay 
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scales while limiting then 
elsewhere. The fact that the 
low-wage sub‘ect activities did 
not gain in average-earnings 
advances on the nonsub ject 
trades during 1942-49, but did 
so during such periods of 
significant minimm-wage effect 
as 1949-51 and 1938-41, tenis 
both to support the existence 
of a minimum-wage influence on 
low-level subject earnings and 
to measure that influence. 


In terms of cents per hour, 
the average-earnings picture 
is not quite the same. Table 
47 shows that the 1942-49 
advance in average earnings 
amounted to 79 cents an hour for 
the high-wage industries as 
against only 46 and 40 cents an 
hour for the low-wage subject 
and nonsubject industries, 
respectively. Thus, even though 
they showed a comparative gain 
percentagewise, the low-wage 
activities lost ground to the 
high-wage ones in terms of 
actual money payments. The 
widest disparity in hourly- 
earnings advances during 1942-49 
was that between hotels, power 
laundries, and Southern sawmills, 
each of which advanced 36 cents 
an hour in average earnings, 
amd anthracite- and bituminous- 
coal mining, which showed hourly 
increases of 90 and 88 cents, 
respectively. 


Changes in Selected Industry 
Earnings, 1938-51 


Tables 48 and 49 summarize 
wage movements between 1938 
and 1951 for the selected 
industries, and Chart 15 graph- 
ically presents the material of 
Table 49. Over the entire 
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Table 48, Inoreases in average hourly earnings in selected industries, 
United States, 1936.51 


All mam facturing industries 
Highwage subject industries 


Automobile mam facturing 
Bitumi nous—coal mining 
Locomotive mamfacturing 
Petroleum refining 
Rabben-tire-ani-innertube mfg, 
Shi pbui lding 


Range of inoreases for high—wage industries 


Inorease in average for high-wage industrics 


ce industries 
Sx Tniustries: 


Canning ani preserving 
Confectionery mamfacturing 
Fertiliser mamfaotu ring 
Knit-underwear mamfactu ring 
Leathen-footwear mamfacturing 


Southern sawmills and planing mills 
Range of increases for subject industries 


Increase in average for subjeot industrics 


Nonsubjeot industries: 
Cleaning and dyeing plants 
General merchandise stores 
Hotels, yeamround 
Power laundries : 


Range of inoreases for nonsubjeot industries 
Increase in average for nonsubject industries 


Sources Computed from Table 43, 


l,-year period 1938-51, the 
average of hourly earnings more 
than doubled for each industry 
group, increasing 171 percent in 
low-wage subject activities, 125 
percent in low-wage nonsubject 
trades, and 121 percent in high- 
wage employments. Thus, average 
earnings for the nonsub‘ect and 
the high-wage types of industries 
advanced percentagewise about 
the same while the mean of low- 
wage subject earnings gained 


relatively more than either of 
the others. 


The extent ami direction of 
the minimum-wage influence is 
probably most clearly seen by 
comparing 1938-51 percent 
increases in mean hourly earn- 
ings for the low-wage subject 
and nonsub ject industries. 
Except for status under the Act, 
these two industry types appear 
roughly comparable in wage 
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Table 4. Percent changes in average hourly earnings in selected industrics, 
United States, by period, 1936-51 


Bitumi nous-coal mining 
Locomotive mamfactu ring 
Petroleum refining 
Ru bbe mti rewand—innertube mfg. 
Shi pbui lding 

Range of increases for high-wage 
industries 

Inorease in average for high-eage 
indv stries 


Loweruige iniustrics 
St Tndustries: 


Canning and preserving 
Confectionery mam factu ring 
Fertilizer mamfecturing 
Kni t-underwear manufacturing 
Leather~footwear mam fact ri ng 
Southern sawmills and planing 
mills 

Range of increases for subject 
industrics 

Increase in average for sbject 
industries 





Nonsubject industries: 
Cleaning and dyeing plants 
General merchandise stores 
Hotels, year-round 
Power laundries 
Range of changes for nonmbject 
industries (2)- 


Increase in average for nonsubdject 
industries 








a/ Wigures in parentheses are mims, other figures plus. 
Source: Tables 45, 46, 47, and 46, 
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behavior so that variables other 
than the minimum would tend to 
affect their vay structures 
similarly. 1/ To the extent 
this is so, the minimum had a 
definite upward influence on 
low-wage earnings because the 
generally subject activities 
gained 171 percent in average 
hourly pay, the generally non- 
subject trades only 125 percent. 


This difference amounted to 
19 cents an hour, The low-wage 
subject ami nonsubject employ- 
ments averagei the same hourly 
earnings of 42 cents in 1938 
but in 1951 the former averaged 
$1.14 an hour, the latter only 
95 cents (Table 43). In cents- 
per-hour terms, both low-wage 
types lost ground to the $1.98 
advance in average earnings for 
the high-wage covered industries 
(Table 43), despite the fact 
that the latter group showed 
the smallest percent gain in 
such earnings over the li-year 
period (Table 48). 


The 1938-51 years showed 
a percent earnings advance for the 
nonsub ject trades which averaged 
about the same as that for the 
high-wage industries, but whether 
the low-wage retail and service 
establishments could have held 
their own over the entire time 
span without a boost from world 


Although the conditions peculiar 

the World War Il period appear to 
have been more favorable for earmings 
in the retail-service trmdes. Possibly 
favoring earnings in the low-wage 
subject industries, on the other han, 
is the fact that these iniustrics are 
mam facturing activities, with higher 
pay levels than the nonsubject trades 
during most of the 1936-51 period. 


62569 O—55 
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War II comiitions is doubtful. 
In every period except 1942-45, 
high-wage earnings zained 
percentagewise more than did 
retail-service earnings. Sven 
with the wartime boost, the 
percent increase in the latter 
did not keep pace with the 
gain in average earnings 
between 1938 and 1951 for all 
manufacturing iniustries as 

a group. 


Tre 1938-51 increase in 
hourly earnings for the low- 
wage subject industries as a 
group (171 percent) exceeied 
the increase for high-wage 
average earnings (121 percent), 
as already imiicated, ani also 
the advance for all manu- 
facturing industries (148 
percent). This comparative 
percent gain for the low-wage 
subject earnicxgs probably was 
due chiefly to the minimu- 
wage influence, since without 
that influence such earnings 
would tend to behave like 
the low-wage nonsubject ones. 
It was during the 1938-41 ani 
1949-50 periods of active 
minimum-wage influence, (ani 
also during World War II), that 
the low-wage subject earnings 
gained percentagewise on high- 
wage ami all-manufacturing 
earnings; at other times, low- 
wage subject. earnings only 
kept pace, or fell behind 
percentagewise, From these 
facts it appears that the 
relative earnings position of 
low-pay subject industries 
definitely improvei when the 
minimum-wage pressure was 
substantially present, ani, 
except during the war, temiei 
to worsen when this pressure 
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was substantially absent. 


Virtually the entire 1938-51 
period was one of rising or -high- 
level employment; the data do not 
show how declining or stable eco- 
nomic movements might affect the 
relationship between high and low 
wages. 


es in Real es for Classes 
of Selected Industries, 1 -51 


The preceding discussion has 
been in terms of actual money 
wages received, but it may be 
helpful for some purposes to note 
the movements of real wages. 1/ 
This is done in Table 50, which 
compares, in both real and money 
terms, 1938-51 increases in aver- 
age hourly earnings for the groups 
of selected industries treated ‘in 
this chapter. Rising prices were 
a feature of the years between 
1938 and 1951; this is show by 
the size of the deflation experi- 
enced by the money hourly increases 
made during the period when con- 
verted to real terms. 


Because they eliminate the 
confusing factor of changing com- 
modity prices, real wages can be 
clearly related to purchasing 
power. A real-wage increase means 


1/ Real wages differ from money wages, 
from which they are converted 
through cost-of-living indexes, in 
that the real wage takes into a- 
count the prices of goods and ser- 
vices which the wage may purchase. 
Equal proportionate imreases in 
money wages and the general price 
level would leave real wages un- 
changed. 


STANDARDS ACT OF 1938 


increased command over goods and 
services. If national output 
per man-hour remains unchanged, 
such an increase by one worker 
group can be made only at the 
expense of other income groups. 
But to the extent that total 
hourly output expands, one or 
more income groups can augment 
their real earnings without 


necessarily infringing upon 
the shares of others. 


Table 50. Real and inoreases 


All manufactur 
ing industries 


High-wage sub- 
jeot industries 


Low-wage sub- 
ject indus- 
tries 


Low-wage non 
subject indus- 
tries 


Source: Monep-wage data computed from 

U. 8S. De of Labor, 

Bureau of Labor Statistios, 
Monthly Labor Review, Table 
C1. Realewage data obtained 
by deflating money wages with 
Consumers’ Price Index, Monthly 
Labor Review, Table D-1, 
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Output per man-hour rose in 
the United States between 1936 
and 1951. 1/ At the same time, 
the compensation of employees 
(wages, salaries, and supplements 
thereto) remained a fairly con- 
stant proportion of national 
income, ranging from 62 to 67 
percent. 2/ Real-wage advances 
in the major industry classes 
listed in Table 50 therefore 
probably came out of greater 
productivity rather than at the 


expense of recipients of other 


D/ There is no official United States 


productivity index, but the President's 


Coumil of Economic Advisers estimated 
the average year.y imrease in output 
per man-hour from 1890 to 1949 at 2.0 
to to 2.5 percent, annually compounded 
(U. S. Congress, Report of the Joint 
Committee on the Eoonomio Report, 1950, 
sqpenits A), and the U. S, Department 
of Commerce put the rate of increase 
in gross private product per man-hour 


Markets after the Defense Expension, 
1952, Pe 75)« 


2/ These proportions, for the years 


1951 respective) 

Soo tevac ne ee Es. G2 es 

66, 67, 5, &, o 65, és, "Ge" 
Computed Be S. De partnent of 
Commerce, Survey of eaves Business, 
National Income Number, July 1952, 
Table 1, ppe 12-13. 


income forms as a group. 


Table 50 shows that between 
1938 and 1951 workers in the low- 
wage industries generally subject 
to the Act received, after abstrac- 
ting cost-of-living increases, an 
additional share (20 cents an hour) 
of the national product nearly 
equal in absolute size to that re- 
ceived by workers in all manufac- 
turing industries as a group (21 
cents an hour), slightly more 
than that received by workers in 
the high-wage covered industries 
(18 cents an hour), and twice 
that received by employees in 
the low-wage nonsubject trades 
(10 cents an hour). Translated 
to percent terms, these abso- 
lute increments meant that over 
the l4-year period workers in 
the low-wage subject industries 
enjoyed a relative gain in real 
purchasing power (49 percent) 
greater than workers in the 
other industry groups, while 
personnel in the low-wage non- 
subject trades, with a 23- 
percent gain, kept relative pace 
with employees in the high-wage 
subject lines (20-percent gain) 
but not with employees in the 
all-manufacturing category (35- 
percent gain). 
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EXHIBIT 

Consumer price indez, United States, all items, 1938—February 1955 
(1947-49 = 100] 

ANNUAL AND MONTHLY AVERAGE INDEXES 


; | a s 
Annual average for Index Annual average for 


I} Monthly average for— 


KBSASSLSSS 
arkonooorw 


February 1955. _._.--_. 


PERCENT CHANGE OVER SELECTED PERIODS 


Period 
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Exuisit F 


Minimum wage rates for Puerto Rico showing changes subsequent to the 1949 
amendments to the Fair Labor Standards Act 


Minimum wage (cents per hour) 


Industry and division Changes Pending 
Rate in | Rate as 


Percent 
since recom- 
1949 of June June menda- | ‘crease 
1953 1953 tion since 1949 


Alcoholic beverage and industrial alcohol: 


anking Gann and finance 
Button, a ielie and Jewelry: 
Pear] button and buckie division 
Leather and fabric button and buckle division 
Button and buckle (other than peeri, leather, 
or fabric) and bead division. os 
Rosary and native jewelry division__.._.__- 
Costume jewelry, general division 
Costume jewelry, hair mes division ...__. 
Precious jewelry divisio 
Metal expansion watch ‘band division 
Cement 
Cees, petroleum, and related products indus- 
Fertilizer division 
Hormones, antibiotics, and related products 
division 


Cigar and cigarette 
Clay and clay products: 
Structural clay and miscellaneous clay prod- 
ucts division 
Semivitreous and vitreous china food utensils 
"SS RN: RRS Hee 
Communications, utilities and miscellaneous 
= tation industries: 
r 
Cable and radiotelephone division 
Tourist bureau and ticket agency division 
I a iiss ca mnisepiense-- +200 ; 
Gas utility division 
Radio broadcasting division 
Miscellaneous division 
Construction, business service, motion picture and 
miscellaneous industries: 
Construction division 
Motion picture division 
Business service and miscellaneous industries 


Corsets, brassieres, and allied garments division _- 
Decorations and party favors 
Electrical, instrument and related manufacturing 
industries: 
Lens and thermometer division wee 71 
Resistance-type household appliance division. f 7 : 63 
General division 100-75 
peed. beverages, 6 related products industries: 
evi 


) 5 . 42 
General division 5 |. calle ates 17 


55 
73- 4 


83-22 
0 
100-52 


129 
20-(— 25) 


Handicraft products industry 
Hooked rug 
Hand-hooked rug division 
Machine-hooked rug division 
Hosiery 
Jewel cutting and polishing: 
Gem stone division ac 25 
Industrial jewel division 2 a : ‘ : 42 
Leaf tobacco: 
General division 15 
Machine processing division: 

Feeding, operating, or tending machines 
whi " shred, chop, thresh, or stem leaf 
tobacco, and operations immediately 
industrial thereto 

Other operations 


See footnotes at end of table, p. 1763. 
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Minimum wage rates for Puerto Rico showing changes subsequent to the 1949 
amendments to the Fair Labor Standards Act—Continued 


Minimum wage (cents per hour) 


Industry and division Rate as | Changes Pending | 
| recom- | 
menda- 


Percent 


— increase 


1953 | tion | Since 1949 
i 
| 


Leather, leather =. and related products: 
Hide curing division 
Leather tanning and processing division | 
Small leather goods, baseball and softball divi- | 


Lumber and wood products 
Lumber and millwork division 
Furniture, woodenware, and miscellaneous | 
wood products division 
Men’s and boys’ clothing and related products: 
Suits, coats, and jackets division 
Neckties 


General division 
Metal, machinery, transportation equipment, and 
related manufacturing industries: | 
Drydock oJ 
Fabricated wire products, steei spring, and | 
slide fastener division 
General division 
Needlework and fabricated textile products: 
Woven and knitted fabric glove division: 
Hand sewing operations. -_- 
Machine operations and any operations | 
known to the industrv as omens.’ laying 
off, sizing, banding, and boxing 
Other operations 
Leather glove division: 
Hand sewing operations 
Machine operations and any operations 
known to the industry as cutting, laying | 
off, sizing, banding, and boxing | 
Other operations 
Silk, rayon, and nylon underwear division: * 
Hand-sewing operations 
Other o 
Cotton underwear and infants’ underwear | 
division : 
Hand-sewing operations 
Other operations 
Infants’ wear division: 
Hand-sewing operations 
Other operations 
Needlepoint division: 
Hand-sewing operations 
Other operations 
Household art linen division: 
Hand-sweing operations------...--.-.-- Roe 
i ian | 
Handkerchief and square scarf division: 
Hand-sewing operations 
Other operations 
Children’s and doll’s wear division: 
Hand-sewing operations 
Other operations 
Crochet slipper division 
Crochet beading division 
Bullion embroidery division 
Cordeand bonnaz embroidery and corde hand- 
bag division * 
Women’s blouses, dresses, and neckwear 
division: 
Hand-sewing operations 
Other operations 
Fur garment division 
—— slacks and related products divi- 
sion: 
Hand-sewing operations 
Other operations 


Footnotes at end of table, p. 1763. 
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Minimum wage rates for Puerto Rico showing changes subsequent to the 1949 
apeuipets to the Fair Labor Standards Act—Continued 


| 


Minimum wage (cents per hour) 


Industry and division 





Needlework and fabricated textile ucts—Con. 
Sweater and bathing suit di 
entree perations 
° 


Other o 
Poem, =, hopes Dress products, printing, publishing, and 


eDaily news) 

Paper box 
Paperboard division 
Paper 


General 
he products industry: 
Wall ile, d and vaporizer division 
dinnerware, and phonograph records 





Railroad, ee express, and property motor 
trans 


& 


on express and property motor transport 


Rubber, straw, hair, and related products: 
ber products division 
Saoe hair, and related products division 


and allied industries 
and related products: 
glass products division 
Glass feaseues division 


Concrete pipe division 
Hot asphaltic plant mix division 
naar aie , 


71 
20 

20 

71 
114 
67-43 
RS 


KER SERS F 


= 
sane 


Textile and eos textile products: | | | 
Mattress and pillow division | i ae 200 
Cotton ginning and compressing division 30 | ES 6 
Hard fiber products division | 5 
30 | Re aaa 183-70 
Vegetable, fruit, and nut packing and processing BY ig eh te atts a 100-67 
Wholesaling, warehousing, and other distribution - 40 f | 63 














1 The wage order establishing this rate was issued in June 1953 and the rate ntl effective in July 1953 

2 At the time of the committee recommendation no employees were actually producing articles to which 
the higher of these rates was applicable. 

3 Rejected by Administrator. 

‘ As part of general division of textile and textile products industries. 
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ExuisBit G 


Gross average hourly earnings and percent increase for selected periods 1938 
through February 1955, for all manufacturing, durable and nondurable goods 
groups, and for the major 2-digit industry groups 


Percent increase 


Industry and year 


1944 to 1949 to 
1944 to February oe February 
1955 1955 


All manufacturing 


1044____ 
1949. __- 
1954 !_ : 
February 1955! 
Durable goods 
1938 __ 
tas o> ddan 
1949 
1954 ! ; 
February 1955 |_- ‘ 
Ordnance and accessories. 
1949 __ 
1954 |_. ai Giiaosdiils 
February 1955 ! 
Lumber and wood prod- 
ucts (except furniture) - 
1949 
1954 '____ bite 
February 1955 | 
Furniture and fixtures --_. 
Ol alii DM edad a 


February 1955 !__. ‘ 
Stone, clay, and glass prod- 
ucts .. 


1954 !___. iat ted 
February 1955 ! ae 

Primary metal industries...|.........- 
1949 


February 1955 !- 
Fabricated metal products 
except ordnance, ma- | 
chinery, and transporta- | 
tion equipment) _....--.--- 
ee 5 
1954 !__. aleiiecina 
February 1955 | 
Machinery (except elec- 


1949__ 

1954 ! 

February 1955 ! 
Electrical renee 

Sa 

1954 1____ 

February 1955 1_ 
Transportation equipment -| 

1949 


February 1955 !____- 
Instruments and related | 


February 1955 ! ae 
Miscellaneous manufactur- 
ing industries _ - : 
. 2 a 


See footnotes at end of table. 
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Gross average hourly earnings and percent increase for selected periods 1938 
through February 1955, for all manufacturing, durable and nondurable goods 
groups, and for the major 2-digit industry groups—Continued 


Percent increase 
Gross 
. ‘ average 
Industry and year hourly tities 1938 to ite 1944 to 
earnings 1954 February 1954 February 
1955 1955 


95. 1 


Nondurable peace. ; 184. 2 187.7 
1938. 


1944_. 

cl cen sities 

1954 }___ a 
February 1955 | 

Food and kindred poame 


February 1955 ! 
Tobacco manufactures 


February 1955 ! 
Textile-mill products 


February 1955! 
Apparel and other finished | 
textile ——— : 


1955 ! 
Paper and allied products... 
1949 


February 1955! 
Printing, publishing, and | 
allied industries 
1949 


February 1955! 
Chemicals and allied prod- 


February 1955 '_ ___- 
a of petroleum and | 


February 1955 ! 
— products. 


February 19551. 
Leather and leather prod- 


February 1955 1. 


I f Pebtadenrs, 


NoTre.—Data are shown for all periods for which they are available. 
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Exursit G (Part II) 


Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955 


Percent increase 





Industry and year 

044 | 1044 to 

1946 to February | 
1955 | 


Meat products -_-- 

eee 

Sn we. 

February 1955 '____......-.- ; | | 
co eae. wholesale . -__.--| . 183. 0 | 107.8 


SRY 


| a een ih 
1949 


February 1955 ! 
Condensed and evaporated 


February 1955 ! 
Ice cream and ices 
949 














February 1955 ! 
Cane-sugar refining 








February 1955 ! 
Confectionery and related | 





1954 !_ 
February 1955 !____..__.--- 


See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 


Percent increase 
Gross 


average 
eae —. 1938 to = to | 19tsto | ptt te 
earn ebruary ebruary 
1964 1955 1954 1955 





Cony... bd aihens : 188. 4 
1938 


192. 6 93. 6 





107.1 


February 1955 ! 
a fabric mills 








955 ! 
Broad-woven fabric (cotton, 
silk, Eee 


Broad-woven fabric 
silk, eee Nort 


February 1955 ! 
Broad-woven fabric (cotton, 
Saas, South 





See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 


Gross 


Industry and year average | 


hourly 
earnings 


Percent increase 


1944 to 1949 to 
1944 to February = | Feb y 
1955 , 1955 





Broad-woven fabric (woolen 
and worsted) 
1949 
1954 ! ; 
February 1955 '_ _ _- 
Knitting miils 
1949. mee 
1954 !_. 
February 1955 !_- 
Full-fashioned hostery mills 
1954 '__. ‘ 
February 1955 | de 
Full-fashioned hosiery 
North. ‘ 


1954! __. , e 
February 1955 !_ 
Full-fashioned hosiery 


February 1955 ! 
Seamless-hosiery mills 
1949 


February 1955 ! 
Seamless-hosiery mills, North -- 
194 


February 1955 ! 
Seamless-hosiery mills, South 


February 1955 ! 
Knit outerwear mills 


February 1955 ! 
Knit underwear mills---------- 


February 1955 !-__-- 
Dyeing and finishing textiles 
1938 


February 1955 ! 
Carpets, rugs, and other floor J 


February 1955 ! 
Wool carpets, rugs, and carpet | 


February 1955 ! 
Men’s and boys’ furnishings 
and work ree aden emke 


February 1955 '____- ae 
See footnotes at end of table. 
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Gross average hourly earnings for aclected 3- and 4-digit industries and percent 


increase for selected periods 1938 through February 1955—Continued 


Percent increase 


Industry ye: 
dustry and year 1044 to 1060 te 
1944 to . aw, | 1949 to 
1954 February 1954 February 
, 1955 — 1955 


Men’s and boys’ shirts, collars, 
and nightwear 
1944. _. 


February 1955! 
Separate trousers__._- 
Pb whecce 
1954 !____ 
February 1955 ! 
Work shirts ; 
ne 
1954 !____ 
February 1955 ! 
Women's outerwear. 


February 1955 ' 
women’s and misses’ dresses 

Piidintede ches x ; areal 

1954 ! 

February 1955 1_. 
— ape. 

194 


oe 1955 1. : 
Women’s suits, coats, and 





WwW omen’ s and children’s under | 
garments 
PE ci nc deeiinon ee ‘ 


February 1955 ! 
Women’s and children’s under- 
wear and nightwear-- 





February 1955 1____ 
Millinery -- a. 

1949 , 

1954 1___ ; 

February 1955 1__. 
Children’s outerwear-__- 

FOU sine es : 

1954 1. i 

February 1955 1_ 
Miscellaneous fabricated tex- 

tile products Sai 


February 1955 1__ | 
Logging camps a and contractors. | 

1949__ ; 

1954 1___. 

February 1955! 
Sawmills and planing mills_. 

1949 


February 1955! 
Sawmills and panes mills | 
(general) - od 
1949. _ ST: Se 
19541. b aieiaaia taie 

February 1955 1____- ; 
Sawmills and planing mills 
(general), South... 
1949 





February 1955 1. 
Sawmills and ‘ceed mills | 
(general), West. Sct oul 
1949... 


1954 '___- 
February 1955 1_ 


See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 


Percent increase 
| Gross | 
| average | 

Industry and year | hourly | 108 to | | 
| earnings | es | 
} , a | 


1954 


Millwork, plywood, and pre- | 
fabricated wood eee oe 
1949 
1954 !___. : 
February 1955! _. 
Millwork plants. - 
1949 


February 1955 !_ 
Wooden containers 
1949 


February 1955 ! 
Miscellaneous wood products - - 


February 1955 ! 
Household furniture 


Wood household furniture 
“es spans 


February 1955 ! 
ae and bedsprings 























See footnotes at end of table. 
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Gross average hourly earnings for aclected 3 
increase for selected periods 1938 through February 1955 


Gross 
average 
hourly 
earnings 


Industry and year 


1954 


Industrial inorganic chemicals 

1949 

1954! 

February 1955! 
Industrial organic chemicals 

1949 

1954! 

February 1955 ! 
Plastic materials (except rub- 

ber) 

1949 

1954 ! 

February 1955! 
Synthetic rubber 

1949 

1954 ! 

February 1955! 
Synthetic fibers __ 

1938 

1944 

1949. __ 

1954! __ 

February 1955 ! 
Drugs and medicines 

1949. __ 

1954 ! 

February 1955 ! 
Soap and glycerin 

1938 : 

1944 

1949. __ 

1954 ! 

February 1955 ! 
Fert ilize rs 


1944. __ 

1949 

1954 1___. 

February 1955 ! ‘ 
Vegetable and animal oils and 

fats : 

1954 ! 

February 1955 1____ 
Petroleum refining. 

1944 

1949_. 

1954 ‘ wiih 

February 1955 1__ 
Tires and’ inner tubes 

Mehul cis at bit 


February 1955 1_ 
Rubber footwear 


February 1955 !__ 
Other rubber products 
1949 
1954 ! ie 
February 1955 1___- 
Leather, tanned, curried, “and | 
finished _- 


February 1955! 


See footnotes at end of table. 


1958 to | February 


1938 


and 4-digit industries and percent 
Continued 


Percent increase 


LUGS to 1944 to 1044 to 1949 to 


g vay . 
1054 February 1954 ’ | February 
1GAS 1955 . 1055 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase efor’ selected purtene 1938 are cae O0s—Centinnes 





Industry and year 


February 1955! 
Glass containers __- 

1949 

1954 !___ 

February 1955 ! 
Pressed and blown glass 

1949 

1944 ! 

February 1955 ! 
Cement, hydraulic 

1938 __ 

1944 

1949____ 

1954 ! 

February 1955 ! 
Structural deed peeteee 

1938 __ ; 

1944 

1949__..__ 

1954 !___ 

February 1955! 
Brick and hollow tile... 

BOGE. chvndebees an 

1954 1__ 

February 1955 ! 
Sewer pipe 

S. eaiinanes 

1954 1____ 

February 1955 !_ ___- 
Pottery and related ene. 

1938 __ ‘ 

1944 

ae 

1954 1 _. -_ 

February 1955 1__ 
Concrete, gypsum and d plaster 

products. ipa 

1949 

1954 ! 

February 1954 1_ 


Concrete products... -------- 
1949 


February 1955 1_____-.--_-- 


Blast furnaces, steel] works and 
rolling mills 


a nitniibenbincuuesaky 


Dibtdonesnesennbensaane ss 


_, ae 


St idutathanddeahes<~ 


February 1955 1. --------. 


tron and stee] foundries_- 


en 


RE Ralneatitenns < 


February 1955 Sn + 


Gray-iron foundries. -----. --- 


February 1955 1__.........--. 


Malleable-iron foundries 


February 19551___ ei 
Steel foundries... .........--- 


a adcndomnme pike iata : 
1949__ pee neubirasorbiamme 


19541. 


February 7? nantes te 





See footnotes at end of table. 


Prrr: . . . : ’ . . . . 


por: 
oe: 
SSE8! 


o.' 


2888! SRS ® 








—— 


Percent increase 


1944 to 1944 to 


1954 1955 


73.0 74.3 


February 





1949 to 
1954 


21.4 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected pron 1938 through February 1955—Continued 


| 
i Percent increase 
| Gross . brinch aera he ba — 
average 
Industry and year hourly | jogs to | 1998 t0 | pose to | 1044 | i069 eo | IMO to 
earnings 1054 February 1954 ’ | February 19054 February 
, 1955 iv 1955 - 1945 
Primary smelting, nonferrous . 89. 5 90.5 33.2 33.9 
i, eae | 1. 050 
1949_ .. 1. 494 
1954 !.__. | 1.99 
February 1955 1__- 2.00 
Primary smelting copper, lead, 
zine e- |. 30.5 31.2 
Be dsess . 1. 471 
1954 1___ | 1,92 
February 1066 !..... | 1.93 
Primary smelting aluminum. | 40.0 42 
1949 __. 1. 500 | 
1954 !__. 2.10 | 
February 1955 !__... 2.14 
Rolling, drawing, and alloying 
of nonferrous metals-------- : 33.3 38. 7 
NS. stncsanstetinksidhtsintose ames aund 1. 500 
caine 2. 00 
February 1955 !_ _-- 2. 08 
Rolling, drawing, alloy ing ‘or 
GR ao ncatscdinsesccncce : ‘ 41.2 4 
ic acdc nbetaaens oeeciae 1. 540 
i cia 2. 02 
February BONED Pens a0 2. 10 
Rolling, drawing, alloy _* of 
aluminum....---..--- 37.0 41.9 
Stcdatanendte: i 1. 445 
| ae ; 1. 98 
February 1955 '_.- aaa 2. 05 
Nonferrous foundries-_-- ------- ; 29.3 33.2 
he a ad wnionirs 1. 562 
ck 2.02 
February 1955 !____-.-__-_- |} 2.08 
Iron and steel ape.. aha 209.7 223. 6 83. 4 91.6 34.8 40.9 
ae cietiiadiditadkecieicaniassen al . 720 
ee es et 1. 216 
le aicn baenae 1. 654 
eo na 2. 23 
February 1955 !_-- --- : 2. 33 
Wire drawing ----..---------- eas e 2.9 34.2 
BE ntistnadonees ; 1. 624 
ed ttren bin iste oere 2.11 
February 1955 !___- as 2.18 
Tin cans and other tinware____- —_ . 229. 4 237.8 121.7 127.4 40.8 44.4 
bt REE , . 595 
Bd aie nea haere tt . 884 
De nets eid dah ar drenieecien 1. 392 
tae nosh  etrettoonesdsihe 1. 96 
February 1955 eS 2.01 
Cutlery, hand tools and hard- 
WE adcatshniiinadacuen = ‘ ‘ 31.9 %.Y 
SE Bema nescewB carat 1. 395 
he cal ot | 1. 84 
February 1955 !___. 1.91 
Cutlery and edge tools___ 191.2 198. 2 78.9 83. 2 30. 6 33. & 
1938 __- 570 
We ec sae 928 
I Fit a anc ical Reali 1. 271 
1954! Se etalk 1. 66 | 
February 19551 __ ee 1.7 | 
Hand tools, files and saws___- Selb Se a called, 30.9 32.3 
949 __ , 1. 413 | 
19541. hicecdae 1. 85 
February 1955 1____________| 1.87 | 
Wedp@wene 2h a et cee sci an = sblceccaehat 32.7 39. 0 
_ 6 Bets es 1. 432 
ee ee Pe 1.90 | 
February 1955 !_........... 1.99 | | 
Heating apparatus (except | | 
ee nat |----------/-2-------- sieatindannanads 26.9 29, 6 
Pe Lawiieemetesdowsinmwuniee 1. 474 | 
NO iii | 1.87 | | 
February 1955 !___.......- | 1.91 


See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 


Percent increase 
| Gross 
avis fees | average 
euy ene yer hourly | sgsgto |.1938t? | yosgto |294t? | pogo t9 | 1949 to 
; earnings | February yord February pa February 

| 1954 1955 1954 1955 1954 1955 


Sanitary ware and plumbers’ 
supplies. -_.- : Lesa 177.0 
i= 
1944. 
1949 
1954 ! 
February 1955 2 
Oil burners, nonelectric he: sting | 
and cooking - : 
1949. _- 
1954 ! 
February 1955 1__ 7 
Fabricated ‘structural metal 
PE Ritiiinesses ee 
1949 
1954 !__- es 
Februs ary 1055 '.__- 
Structural steel and ornamen- | | 
tal iron work ie ieee : 170.0 171.4 
1938 | 
| Pere 
1949 he 
1954 !__ eal 
February 1955 '_- 
Boiler shop products 
1949 


February 1955 '____ 
Sheet-metal work - 
1949 
1954 !__ ae 
February etc. 
Metal stamping, coating, and 
engraving 
1949 
1954 1____ 
February 1955 
Stamrei and pressed metal 
| a ; 
SD idles di iatinchs abine mulkiiehiiie in aancal 
1954 1__ 
February 1955 1_ 
Engines and turbines _- 
1938 


.. a eR 
Agricultural machine ry. 
1949 


February 1955! 
Tractors _ _- 
1944___- 
1949 
1954 ! 
Februs ary 1955 
Agricultural machinery ( (e mete 
= 
ae 
1954 1___ 
February 1955 ! 
Const uction and mining ma- 
BI): Ao Sc tinea wenn . 








3-- 








195° 1__- 

February ets 
Metalworking eeegnety: in eee 

194). ie 


February 1955 ! ak | 
Machine tools... __. 182.4 | 185.1 
Pi ccemns rian 
1944 
1949. ____ 
1954 ! 
February 1955 ! 


See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase for selected periods 1938 through February 1955—Continued 


Percent increase 
Gross 
average 
hourly 
earnings 


Industry and year 1938 to 1944 to 1949 to 


‘ : 049 to 
February ane ’ | February : a 4 February 
1955 = 1955 _ 1955 


1938 to 
1954 


Metalworking machinery (ex- 
cept machine tools) 

1919 

1954 !__. 

February 1955! 
Machine tool accessories 

1944 

1919 

1954 tL. 

February 1955! 
ae -industry machinery 


February 1955 ! 
General industrial machinery 


February 1 1955 1 
Office and store machines and 


1949 

1954 ! 

February 1955 1__- 

Computing machines and cash | 
registers awa paces wn 

1949 7 hia aa | 
1954 1. 
February 1955 !_ | 


Le ag 1 wading is 178.8 | 


February 1955 ! 
Service-industry and household | 
machines. .-___- -- 
1949 
1954 t___ 
February 1955 1_- 
Refrigerators and air-condition- | 
ing units -- 
lane aattae da as 
1949 
1954 !___- : 
February 1955! - 
Miscellaneous m achinery parts. 
1949 J 


February 1955 !___ __- 
Ball and roller bearings 
1949 
1954 ! 
February 1955 !__- - 
Machine shops (job and repair) - 
1949 


February 1955 ! Bs 
Generating, transmission, dis- | 
tribution and induction > 

paratus -. oon 
SR Oe 
1954 !___- - 
February 1955 1___- 
Electrical equipment for ve- 
hicles 
1949 
1954! _ oss 
February 1955 1___- 
Communication equipme nt. 
1949 
1954 ! a 
February 1955 !_- 
Radios, phonogrs uphs,  televi- 
sion and equipment. 
ee - 
19541... 
February 1955 ! 
See footnotes at end of table. 
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Gross average hourly earnings for selected 3- and 4-digit industries and percent 
increase } for selected gavtede 1938 through waaay 1056—Coutinnes 


Percent increase 
Gross eee 
Industry and year 1944 to 


1949 to 
1949 to 
February 
1964 1955 


Telephone-telegraph equip- 


February 1955 ! 
AGIRIIIUEINS. £40 <<004<8eseeo-<h.s-6 : 147.5 


ele deted ec okiiicmdioaacane 
ee 
lar ciincniitettarh asda 
February 1955 ! 

— and os. 
194 a 


w 


perm. 


1954 cc * 
February 1955 1. 


February _ eee 
Aires engines and parts.. re 


SSE =BE RBBY 


Per) 


Peer! 
8 
> 


eee 
NTL dee cbeegnsecnnowen 
February 1955 1. _- 

‘i propellers and parts. cha 


BS2 


pope: 


February 1955 1_ 
Other aircraft pores and equip- 
ment. 
1949. hasnt 
“Te cama 
February 1955 ! 
Ship and boat building, and 
es 
1938 


February 1955 1.2. 
ess and repairing -- 


February 19551... . 
Boatbuilding and repairing. ie eee 
1949 wi 





February | | Eee 
~~ eon eer 

1949___ 

1954 1__ , sicbeerinkalocul 

February 1955 1_- 
Locomotives and parts. Secaoad 


1984. 





1954 1 7 

February 19551 __ 
Railroad and streetcars 

Pee aus ede 

Date ewenca we aca 

2 ee 

1954 1__. . 

February 1955 ! 4 hy 
Otber transportation equip- 


1949... . 

a 

February 1955 | 
Ophthalmic — 

1949______- 

19541. 

February 1955 !________._- 
P hotographic sma ent___. 





1949. _._... 
1954 1___ 
Fe »bruary 1955 1. 


See footnotes at end of table. 
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Gross average hourly earnings for sclected 3- and 4-digit industries and percent 
increase for selected pertege 1938 sarough Fe uae 1955—Continued 


Percent increase 


1938 to | 1044 to 
February gy | February | 
1955 1955 


Industry and year 


Watches and clocks. ___.__.._-.|- <D 2.0 | 199. | 83.1 
938 ey 


| 


February 1955 ! 
Jewelry, silverware, and Plated 


BSgEE! S288 


28) 
a ' 
t' 


February 1955 !__ -_- 
Costume jewelry and notions. - 
1949 


885; 8 


} 
Note.—Data are shown for all periods for which they are available. 


1 Preliminary. 
? Includes data for months in whieh work stoppage occurred. 


ExHisit H 


MATERIALS ON COVERAGE AND EXEMPTIONS UNDER THE FAIR LABOR 
STANDARDS ACT 


(Submitted to the Subcommittee on Labor, Committee on Labor and Public Wel- 
fare, U. S. Senate, in connection with its study of expanded coverage under 
the Fair Labor Standards Act, May 13, 1955, by U. S. Department of Labor) 


EXTENT OF PRESENT MINIMUM-WAGE PROTECTION UNDER THE Farr LABOR 
STANDARDS ACT 


OBJECTIVES OF THE ACT 


The Fair Labor Standards Act of 1938 states its objectives to correct and “as 
rapidly as practicable” eliminate labor conditions detrimental to the maintenance 
of the minimum standard of living necessary for health, efficiency, and general 
well-being of workers, without substantially curtailing employment or earning 
power. 

With reference to the objectives of the act, the Supreme Court, speaking through 
Mr. Justice Burton, has observed: 

“* * * Tn this act, the primary purpose of Congress was not to regulate inter- 
state commerce as such. It was to eliminate, as rapidly as practicable, sub- 
standard labor conditions throughout the Nation. It sought to raise living 
standards without substantially curtailing employment or earning power. * * *” 

= om * * * . * 

“The act declared its purpose in bold and sweeping terms. Breadth of coverage 


was vital to its mission. Its scope was stated in terms of substantial uni- 
versality. * * *” (Powell v. United States Cartridge Co., 339 U.S. 497). 
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PROTECTED EMPLOYEES 


In contrast with the objectives of the act, however, its present coverage is much 
more limited in scope—both economically and legally. 

Of the total of 44 million wage and salary workers (excluding Government 
employees and executive, administrative, and professional employees) in the 
United States in September 1953, about 24 million or 55 percent are protected 
by the minimum-wage provisions of the act. To evaluate the present scope of 
the act, it is helpful to examine estimates by industry of the number of employees 
to whom the act does or does not apply. Even a superficial review of table 1 
indicates that almost all of the wage and salary workers in the manufacturing 
and mining group are protected by the act. It is similarly evident that little or 
no protection has been extended to workers in retail trade; the agriculture, 
forestry, and fishery group; and domestic service. Tne remaining major groups 
fall somewhere between these two extremes. The reasons for such partial pro- 
tection are (1) the theory on which coverage is based, and (2) the specific 
exemptions contained in the act. It would seem that unless these limitations are 
legally or economically justifiable the present coverage and exemption provisions 
of the act fall far short of accomplishing its ohjectives (table 1). 


TABLE 1.—Distribution of wage and salary workers protected by the FLSA, by 
industry division, September 1953 


[In thousands] 


| 


| 
| Number of 


——— | en 
Industry division lw | workers as a 
Number of | 
-~ num- protected |  —— . 
r workers | 0 the tota 


Wage and salary workers 


Total, all industries air oe 43, 954 | 





Manufacturing a 16, 131 | 
Mining ly 768 
ee ae a lain nae Teel 2, 565 
toad dns cpken deen on 2, 539 
ne ee Bayh! 6, 928 | 
Finance, insurance, real estate iad 1, 792 
Transportation, communication, and utilities. __- | 3, 956 
Services and related industries, n. e. ¢.2____..___-- : 4, 188 
Agriculture, forestry, and fisheries. __...........-........- 3, 066 | 
Domestic service 2, 021 


1 Proprietors, self-employed persons, and unpaid family labor totaling approximately 12 million persons, 
6 million Government employees and 4 million executive, administrative, and professional employees are 
excluded. Personnel of the Armed Forces are also excluded. 

2 Services and related industries, n. e. c., comprise both personal and business services—e. g., agricultural 
and related services; business services; laundries, cleaning, and related services; auto repair services and 
garages; miscellaneous repair services, n. e. c.; Motion pictures; professional and related services; and such 
miscellaneous nonmanufacturing industries as hotels, barber, and beauty shops, medical and health services, 
amusement and recreation, and nonprofit organizations. 


SCOPE OF THE ACT 


The application of the present act is restricted to these particular employees 
who are “engaged in commerce or in the production of goods for commerce” 
as those terms are broadly defined in section 3 of the act, provided they do 
not come within one of the exemptions in the act. 

“Produced” is defined in section 3 (j) to include manufacturing, mining, and 
all of the usual operations which the term ordinarily suggests. The definition 
also includes “any closely related process or occupation directly essential to 
the production,” which is effective to bring the benefits of the act to employees 
not personally engaged in production, such as clerical, maintenance, and custodial 
workers,’ and the employees of independent contractors supplying essential 
services to the producer, such as the tools, dies, water, and electric power he 
uses in production.’ 

Section 3 (i) defines “goods” broadly to include “any part or ingredient 
thereof,” so that even a producer who distributes his product locally must 
comply with the act if he has reason to believe that some of it is regularly 


1 House managers report, 95 Congressional Record 14928, 14929: majority of Senate 
conferees, 95 Congressional Record, 14874, 14875: Union National Bank vy. Durkin (207 
F. 2d 848 (C. A. 8)), Durkin v. Famous Realty (211 F. 2d 198 (C. A. 2)). 

2 House managers report, 95 Congressional Record, 14929; maiority of Senate conferees, 
95 Congressional Record, 14875; Mercer Water Co. v. Durkin (208 F. 2d 900 (C. A. 3)). 
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used as parts or ingredients of other goods produced for interstate shipment.’ 
The definition also extends to “articles or subjects of commerce of any character” 
so as to include the Western Union Co.'s production of telegrams,’ and the 
issuance of bonds, stocks, and the like.” 

Section 3 (b) detines “commerce” to include interstate or foreign commerce 
in the constitutional sense, so that it extends to the farthest reaches of such 
commerce, bringing within the basic coverage of the act all employees in it 
or so closely related to it as to be, in legal contemplation, a part of it." This 
includes not only the employees who move the goods, but also those who write 
the letters and keep the books relating to the interstate movement,’ and those 
who maintain the instrumentalities by which the commerce is carried on." 

In keeping with these broad statutory definitions of the coverage phrases 
used, the courts have repeatedly expressed and adhered to the principle that 
the coverage phrases should receive a liberal interpretation consonant with 
the definitions, with the purpose of the act, and with its character as remedial 
and humanitarian legislation.” Thus, the undefined word “for” in the phrase 
“production * * * for commerce” has not been restricted to production for 
shipment in commerce, but has been applied to bring within the protection 
of the act production for local use in facilitating interstate commerce in other 
goods, such as the production of rock and paving material for loeal use by 
others in the maintaining river revetments, roads, railways, and airport run- 
ways used in the interstate movement of other goods.” Similarly, the phrase 
as a whole has been applied to cover all of the production of goods for a stockpile, 
only a relatively small part of which is regularly selected for interstate ship- 
ment,” and to cover all of an employee’s hours of work in a workweek if any 
substantial part of it comes within the coverage phrase.” 

This broad scope given the basic coverage phrases in the act has not resulted 
in applying the act in other areas which Congress could have regulated within 
the broad purpose of the act but did not. The present act extends far beyond in- 
terstate commerce, which is the central core of the Federal Government's auth- 
ority in this field, to apply to a whole complex of activities which precede com- 
merce, broadly defined as production for commerce. It does not, however, extend 
at all beyond commerce to the other complex of activities which follow commerce 
Thus, the relation between the production of goods, before any movement is be- 
gun, and their subsequent movement in commerce, is recognized as an appropriate 
basis for Federal regulation authorized by the commerce clause, though the rela- 
tion between such movement and employment on the goods in the State of desti- 
nation after the movement ends, has not been. The effect on commerce of labor 
conditions in production of the article which subsequently moves, is recognized, 
though the effect on the same commerce of labor conditions in the distribution 
of the article which has moved, is not. 

Similarly, the present act, by taking as its sole standard for basic coverage, 
the relationship between each particular employee’s work and interstate com- 
merce or production therefor, tends to obscure what may be the essentially na- 
tional, as opposed to local, nature of the business organization to which his em 
ployment contributes. The present act ignores the interstate nature of the in- 
dustry in which the particular employee may be employed. Finally, though the 
present act rightly provides a fair degree of specificity in delineating the employ 
ments to which it has application, it does this by sacrificing application to other 
employments which may have an equal effect on interstate commerce and the busi 
ness of the Nation as a whole, and, to this extent, tends to hinder the accomplish- 
ment of its stated basic objective. 


3 Tobin v. Celery City Printing Co. (197 F. 2d 228) 

* Western Union Telegraph Co. v. Lenroot (323 U. S. 490). The holding that Western 
Union might employ oppressive child labor because it was engaged in interstate commerce 
rather than production therefor is no longer the law in view of see. 12 (c) supplied by the 
Fair Labor Standards Amendments of 1949. 

5 Union National Bank v. Durkin (207 F. 2d 848 (C. A. 8)). 

* Overstreet v. North Shore Corp. (318 U. 8S. 125): Pedersen v. J. F. Fitzgerald Con 
struction Co. (318 U. S. 740) ; McLeod vy. Threlkeld (319 U. S. 491) ; Walling v. Jacksonville 
Paper Co. (317 U. S. 564). 

7 Walling v. Jacksonville Paper Co. (128 F. 2d 395 (C. A. 5)), affirmed on this point 
(317 U. S. 564). 

8 Overstreet v. North Shore Corp. (318 U. S. 125) ; Pedersen vy. J. F. Fitzgerald Construe- 
tion Co. (318 U. S. 740). 

® Phillips Co. v. Walling (324 U. S. 490): U. 8. Cartridge Co. v. Powell (339 U. 8. 487); 
Roland Electrical Co. v. Walling (326 U.S. 657). 
a4 pag Construction Co. v. Durkin (345 U. S. 13); Thomas v. Hempt. Broa. (345 

. 8. 19). 

_it United States v. Darby (312 U. 8. 100) ; Mabee vy. White Plaine Pub. Co. (327 U. 8 


178). 
12 Walling v. Jacksonville Paper Co. (317 U. S. 564). 
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It will be noted from table 2 that there are 20 million wage and salary workers 
who are not protected by the act. These workers fall into two categories. Ap- 
proximately 13% million workers are not directly engaged in interstate commerce 
or in the production of goods for commerce although some of them are employed 
in occupations affecting interstate commerce. The remaining 614 million of them 
are engaged in interstate commerce or in the production of nade for interstate 
commerce but are exempted because of specific provisions of the act, as follows: 


I I Ea _ 8, 032, 000 


Employed by exempt retail trade or retail service establishments____ 1, 360, 000 
Outside salesmen 1, 203, 000 
Engaged in handling or processing agricultural commodities in the 

area of production 233, 000 
Employed in laundries er cleaning and dyeing plants 132, 000 


117, 000 
Employed in small logging operations having 12 or fewer logging 
employees 110, 000 
Engaged in fishing or in canning, processing or distributing fishery 
products : 
Switchboard operators of small telephone exchanges 43, 000 
Employed by small newspaper concerns 32, 000 
Employed by local transit companies 32, 000 
Employed in a local retailing capacity by manufacturers or wholesalers 10, 000 
Taxicab operators 4, 000 


Table 2 distributes the 20 million workers who are not protected by the Fair 
Labor Standards Act by industry group and indicates the basis for the lack of 
protection. It is evident from this table that one-third of the wage and salary 
workers who are not subject to the statutory minimum wage are employed in 
retail trade. Another one-third are almost equally divided between the service 
industries and the agriculture, forestry and fishery group. 


TABLE 2.—Distribution of employees not protected by the FLSA, by industry 
division, September 1953 


{In thousands] 
Workers not protected by FLSA 


Employees 

Employees 

Industry division oot inane Sectann Ge 
in commerce | ©O™Merce or 
or producticn production 


f goods for 
of goods for S 
commerce commerce but 


exempt 


eee. all Gaemarees.. . 5s... S555 bay oo i 19, 978 13, 609 


i ae | earned eenin ew 
Mining --- 

Construction 

Wholesale trade 

Retail trade______--_- te cae ah 

Finance, insurance, real estate.......... _.....-.----- 
Transportation, communications, and utilities... ___. 


Services and related individuals, not elsewhere classified _. 


Agricultural and related services __---- 

Business and professional services_-_-........-..-- 

Laundries, cleaning and related services... 

Repair services and garages LS ee 

Amusement and recreation services. 

Hotels and other lodging places. 

Personal service (not elsewhere classified) 

Medical and other health services___--- --- ‘ 

Educational and nonprofit organizations. hb aas | 648 
Agriculture, forestry, and fisheries_- oh akie 3, 052 
Domestic serv ae ase ‘ : 2, 021 





Note.—Proprietors, self-employed persons, unpaid family labor as well as executive, administrative cane 


professional employees are excluded from all employment figures. Personne] of the Armed Forces are also 
excluded. 
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The preceding discussion on the present coverage of the act 
the act now stands it falls short of accomplishi ts objectives. Coverag 
spotty, contains wide gaps, leaves many important areas unregulated, and is in 
general rather planless in terms of the economic ills it is intended to cure 

It must be borne in mind that. this statute is designed, among other things, for 
the protection of American workingmen who are unorganized, and, when not 
equipped with skills in high demand, lack that equality of bargaining power 
with their employers needed to negotiate adequate wages as a matter of contract 
By the very fact of their lack of organization, their interests are not brought to 
the attention of the Congress by an articulate partisan presentation of their 
cause. The result in 1949 was a revised minimum wage fairly responsive to 
changes in the economy, but, in the more important area involving the interests 
of the underpaid and unorganized workers who were not so effectively repre 
sented, there resulted a net loss, rather than progress, toward that “breadth of 
coverage” which, for this act, is “vital to its mission.” Of the two changes in 
basic coverage, the more important was the one curtailing it, and of the 10 
exemptions from the minimum wage (aside from the special provisions for 
Puerto Rico), 4 were enlarged, only 1 curtailed and 6 new ones added 


reveais th 


STATE MINIMUM WAGE LAWS 


It has often been stated that many of these workers, particularly in the retail 
trade and service industries properly receive their protection from State mini- 
mum wage laws. Many of these laws do not apply to men. Actually only 5 mil- 
lion workers (out of the total of 44 million wage and salary workers) are subject 
to State minimum wage laws and orders that have been expanded or revised 
since 1945. Of the 20 million workers who are not subject to the Fair Labor 
Standards Act, only 34% million workers are subject to current State laws and 
orders. The following listing presents a distribution, by State, of the 3% million 
workers subject to State laws and orders. 


17, 000 New York .... 1, 065, 000 

615, 000 Nerth Dakvita..........-- 13, 000 
Colorado 50, 000 Cet ee ee 92, 000 
Connecticut___- 245, 000 Oregon__ 65, 000 
District of Columbia.__- 57, 000 Pennsylvania 50, 000 
Kentucky 87, 000 Rhode Island__._._-_-- 36, 000 
Massachusetts____----- 601, 000 20, 000 
Minnesota 81, 000 Washington 100, 000 
Nevada 13, 000 Wisconsin___- 205, 000 
New Hampshire 62, 000 


New Jersey 82, 000 | All States _... 3, 556, 000 


It is obvious from these figures that most States have not filled in the gaps 
in the Federal legislation although increased State activity can be reported. 
The listing also indicates that in some regions where minimum wage protection is 
most needed, no current laws are in effect. 


REVIEW OF PRESENT COVERAGE 


If the act is to be adjusted to changed conditions, a proper objective would be 
to give the act more meaning, in accordance with its purpose, by making it apply 
to as many workers as conditions warrant, rather than cOntinue in the direction 
of providing a higher minimum wage for fewer employees. It should be noted 
here that whereas section 2 (a) of the act finds “that the existence in industries 
engaged in commerce or in the production of goods for commerce” of the pre- 
scribed labor conditions has the bad effects on the commerce there enumerated, 
and section 2 (b) declares the policy “to correct and as rapidly as practicable to 
eliminate the conditions above referred to in such industries” [italics supplied], 
the coverage of the act extends only to those individual employees who can be 
proved to be personally engaged in interstate commerce or the production of 
goods therefor. There is reason to review the act’s coverage to determine whether 
further extension is now feasible and proper to some economic areas where 
economic, legal, and administrative experience fully demonstrate the need. 

The foregoing discussion and tables reveal the existence of substantial gaps 
in the minimum wage protection of the act in interstate enterprises of various 
kinds and in other areas which, because of their size and importance to our 
economy, merit thorough consideration as to why the present act does not apply 
to them and whether any valid reason exists today for continuing limitation on 
accomplishment of the economically sound and humane purpose of the act. 
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AMEND FAIR LABOR STANDARDS 


ACT OF 1938 


Brier SUMMARY OF EXEMPTIONS FROM Boro MINIMUM WAGE AND OVERTIME 


Classes of employees or establishments 


Section 13 (a) (1)—Employees em- 
ployed in bona fide: 

(1) Executive 

(2) Administrative 

(3) Professional 

(4) Local retailing, or 

(5) Outside salesman capacities (as 
defined by Administrator) 


Legislative history 


These classes of employees were ex- 
empted under the original act and con- 
tinue to be exempt. The term “local re- 
tailing capacity” was inserted to assure 
that employees of a “purely local intra- 
state business” would not be covered. 
The Secretary * was authorized to define 
each of these terms to prevent “cireum- 
vention of the act.” 


[Nore.—To meet the Secretary's definitions, employees must receive at least 
the following weekly salaries: (1) executive, $55; (2) administrative, $75; and 


(3) professional, $75. 


No salary requirements are imposed for employees em- 


ployed in local retailing capacities or as outside salesmen. ] 
{In 1949, the National Council of Salesmen’s Organizations urged the Senate 


Labor Subcommittee to extend the act to approximately 2% to 3 
sale salesmen” by establishing a minimum floor to their earnings. 


million “whole- 
There is 


much doubt that the Secretary [Administrator] could legally provide a salary 


test for outside salesmen. | 


Section 13 (a) (2)—Retail or service 
establishment. 

The original act exempted any em- 
ployee employed in any retail or service 
establishment the greater part of whose 
selling or servicing is in intrastate com- 
merce, 


1949 amendment: This amendment 
established these tests for defining this 
type of establishment: 

(1) At least 75 percent of the total 
sales of the establishment (annual dol- 
lar volume) must be both (a) recog- 
nized as retail sales or services in the 
industry and (b) not for resale; and 
(2) more than 50 percent of the total 
sales must be made within the State in 
which the establishment is located. 


1 In the original act this authority was given to the Administrator. 


This exemption was incorporated in 
the act to insure that employees of 
small retailers—grocers, butchers, drug- 
gists, etec.—would be exempt. Congress- 
man Celler, who sponsored this exemp- 
tion stated: “Accept it and then retail 
drugstores, retail butchering, grocers, 
retail clothing stores, department stores 
will be exempt.” 

The original act contained no defini- 
tion of “retail.’”’ Consequently, the Ad- 
ministrator deemed it advisable to ask 
Congress to clarify its meaning. The 
so-called “administration bills” defined 
“retail selling or servicing” to mean 
“selling or servicing” to private indi- 
viduals for personal or family consump- 
tion, or selling or servicing (but not for 
resale) where (1) the goods sold or 
services rendered do not differ mate- 
rially either in the type or quantity 
from goods normally sold or services 
rendered for such personal or family 
consumption, or where (2) the custo- 
mer is a farmer and the goods sold or 
services rendered are of the types and 
in quantities used by the ordinary farm- 
er in his farming operations.” 

These were basically the tests used 
by the Administrator for enforcement 
purposes of this section. Representa- 
tives in Congress, including McConnell 
and Senator Taft, objected to this defi- 
nition on the ground that the purpose 
of the buyer has nothing to do with the 
question whether a sale is a retail sale. 
Senator Holland on behalf of himself 
and five other Senators (Gillette, Ful- 
bright, Wherry, Bridges, and Martin) 
offered an amendment which was 
adopted and became the new section 
13 (a) (2). Senator Holland stated 


It was transferred to 


the Secretary by Reorganization Plan 6 of 1950. 
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Section 13 (a) (3)—Laundries and 
dry cleaners. 

1949 amendment: In order to qualify 
for this exemption, 2 tests must be met: 
(1) Over 50 percent of the establish- 
ment’s annual dollar volume of sales of 
such services must be derived from sales 
made within the State in which the es- 
tablishment is located; and (2) 75 per- 
cent of the establishment’s annual dollar 
volume of sales of such services must 
be derived from sales of such services 
to customers who are not engaged in a 
mining, manufacturing, transportation, 
or communications business. 

Section 13 (a) (4)—Retail establish- 
ments making or processing goods . 

In order to qualify for this exemption, 
the establishment must be engaged in 
making sales of goods, and it must meet 
the 2 tests for the section 13 (a) (2) 
exemption and 3 additional tests, viz: 

(1) The establishment must be rec- 
ognized as a retail establishment in the 
particular industry ; 

(2) The goods which the exempt es- 
tablishment makes or processes must 
be made or processed at the establish- 
ment which sells the goods; and 

(3) More than 85 percent of the estab- 
lishment’s annual dollar volume of sales 
of the goods which it makes or proc- 
esses must be made within the State in 
which the establishment is located. 


Section 13 (a) (5)—Fishing and 
fishery industries. 

Original act: The original act ex- 
empted all fishery employees, both those 
engaged in catching fish as well as thase 
engaged in processing, canning, or other- 
wise handling fish at any subsequent 
stage of the processing or distribution 
process. 


STANDARDS ACT 


OF 1938 


Legislative history 


that numerous associations represent 
ing many types of retailers strongly 
endorsed the amendment. 

Senator Douglas stated that only 2 of 
the 13 members of the Senate Labor 
Committee supported this amendment 
Fear was expressed that it would be 
most difficult to enforce this provision 
and that it would throw the situation 
wide open for each industry to deter- 
mine largely whether its sales or serv 
ices should be considered retail or oth 
erwise. Senator Taft countered this 
argument by stating that it was for the 
Administrator and the courts to deter 
mine what is a retail sale. 


Although it was recognized that even 
under the original section 13 (a) (2) 
exemption some laundries were exempt, 
the American Institute of Laundering 
asked for this specific exemption be 
cause it feared that any laundry which 
might perform any services for non 
home customers would lose the exemy, 
tion. This amendment was sponsored 
by Representative Lucas of Texas and 
by Senators Holland, Gillette, Ful 
bright, Wherry, Bridges, and Martin 


This exemption was introduced into 
the act by the 1949 amendments and 
represented a further attempt to clarify 
what constitutes a “retail establish 
ment.” Proponents of the amendment 
feared that this exemption would be de- 
nied to small firms who make or process 
all or some of the goods that they sell, 
such as tailors, bakeries, prescription 
druggists, ice-cream plants, etc. Sena- 
tor George, the Senate sponsor, stated 
that its purpose was to “exempt small 
retailers, who are strictly retailers, 
* * * but who make some other product 
which they sell on the premises.” Con 
gressman Lucas sponsored the amend 
ment in the House. The same business 
organizations which supported the sec- 
tion 13 (a) (2) amendment urged the 
adoption of this amendment. 


This exemptien was incorporated in 
the original act at the request of Con- 


gressman Bland, of Virginia. 
adoption of this amendment 
ground that the fishing industry is 
vreatly affected by natural factors 
which make wage and hour regulation 
impracticable. 


He urged 
on the 
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13X49 amendment: These amendments 
extended minimum wage coverage to 
employees engaged in canning -fish but 
otherwise continued the exemption for 
all other employees handling or process- 
ing fishery products. 


STANDARDS ACT OF 


1938 


Legislative history 


The 1949 “administration bills” would 
have continued the exemption, but only 
for catching fish and work immediately 
incidental thereto. The Lucas bill, 
which prevailed, included within the 
coverage of the minimum-wage provi- 
sions of the act, employees engaged in 
canning fishery products, but otherwise 
continued the exemption in full force. 
There was no significant debate on this 
exemption in either the Senate or the 
House. 


[In 1949 the International Fishermen and Allied Workers of America (CIO) 
urged the Senate Labor Committee to eliminate this exemption for all “onshore” 


fishery operations, not only canning. ] 


Section 1838 (a) (6)—Farm and irri- 
gation workers. 

The original act exempted all agri- 
eultural workers (workers on farms). 


1949 amendment: The 1949 amend- 
ments added an exemption for persons 
employed by companies operating irri- 
gation systems on a nonprofit or share- 
crop basis which are used exclusively 
for supplying and storing water for 
agricultural purposes. 


Section 13 (a) (7)—Learners, ap- 
prentices, handicapped workers. 

This section merely authorizes the 
Secretary * to issue regulations for the 
employment of learners, apprentices, 
and handicapped workers at submini- 
mum wages to prevent curtailment of 
opportunities for employment. 

Section 13 (a) (8)—Small news- 
papers. 

The original act exempted weekly 
and semiweekly newspapers with a cir- 
culation less than 3,000 provided that 
the major part of the circulation was 
within the county where the paper is 
published. 


1949 amendment: The 1949 amend- 
ments broadened the exemption by in- 
creasing the circulation limit to 4,000, 
by extending the exemption to daily 
newspaper, and by allowing the major 
part of the circulation to be in adjoin- 
ing counties—not merely in the county 
where the paper is published. 


2 See footnote 1, p. 1. 


The reasons advanced by sponsors of 
the bill which became the FLSA were 
that it was impossib‘e to legislate hours 
and wages for persons working on 
farms because their employment is af- 
fected too much by changes in seasons 
and the weather. Doubt was also ex- 
pressed that the commerce clause could 
reach these classes of employees. 

This ex »mption was introduced in the 
act to counteract a Supreme Court de- 
cision holding irrigation workers to be 
covered by the act. The Wage-Hour 
Administrator suggested to Congress 
that it might wish to give this question 
study because the agricultural exemp- 
tion applies basically to work done on 
farms for farmers. As a result, Con- 
gress adopted this amendment. 


This exemption was sponsored by 
Representative Creel of Kentucky. It 
was urged that it would be inequitable 
to cover small newspapers in rural 
communities since the act exempted 
other small businesses, such as the 
butcher and the baker. 

The National Editorial Association 
urged the complete elimination of the 
circulation test. The House Labor Com- 
mittee reported a bill which increased 
the circulation figure to 5,000. Con- 
gressman Smith of Kansas then intro- 
duced an amendment which was 
adopted withont debate to include daily 
newspapers. The House and Senate 
conferees adopted these amendmeiits 
but reduced the circulation figure to 
4,000. 
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Section 13 (a) (9—Local interurban 
trains, streetcars, and bus lines. 

This section exempts any employee 
of a street, suburban, or interurban 
railway, or local trolley or other bus 
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Legislative history 
This exemption was incorporated in 


the original act by an amendment spon 
sored by Congressman Bell of Missouri 


carrier. The principal supporting arguments 
were that most carriers of this type do 
not cross State lines and therefore are 
not covered, and that it would be im 
practicable to regulate the hours 
worked in this industry because of 
morning and evening peak loads. 


{Nore.—An attempt to eliminate this exemption in 1949 was opposed by the 
American Transit Association’on the grounds that most local transit companies 
have union agreements which have been adapted to local conditions; that it 
would be difficult to adhere to a 40-hour week, and that if public regulatory 
commissions permitted a fare increase, patronage would fall off rapidly, partic- 
ularly in smaller communities. On the other hand, the Amalgamated Associa- 
tion of Street, Electric Railway and Mctor Coach Employees of America (AFL) 
urged complete elimination of this exemption. | 


Section 138 (a) (10)—Handlers and 
processors of agricultural commodities. 

This section exempts employees en- 
gaged in handling and processing agri- 
cultural commodities “within the area 
of production.” 


This exemption was continued in the 
original act and was sponsored by Con- 
gressman Bierman. Senator Schwell- 
enbach sponsored a similar but a less 
sweeping exemption. Throughout the 
debates, emphasis was placed on the 
idea that the cost of processing agricul- 
tural commodities cannot be passed on 
to the consumer but must be borne by 
the farmer. It was also urged that ein- 
ployees of these types of establishments 
are not working under truly industrial 
conditions. The debates show that 
farm organizations supported this 
amendment most vigorously. 


[Nore.—In 1949, a group of Senators on the Labor Committee (Thomas, Mur- 
ray, Pepper, Neely, Douglas, Withers, Taft, Aiken, and Smith of New Jersey) 
reported a bill which would have brought these classes of employees within the 
minimum wage coverage of the act. This modification was strenuously opposed 
by farm organizations and processors of agricultural commodities on much the 
same grounds as in 1938. An amendment to restore this exemption into the bill 
reported by the Senate Labor Committee was adopted without debate. ] 


Section 13 (a) (11)—Employees of 
small telephone exchanges. 

1939 amendment: This section ex- 
empted switchboard operators in public 
telephone exchanges with not more than 
500 stations. 


The original act contained no exemp- 
tion for this class of employees. In 
1939, Congressman Henning, of Iowa, 
introduced an amendment which became 
the basis of this exemption. It was 
urged that small telephone companies 
on the whole were financially unable to 
comply with the wage requirements of 
the act, and that unless an exemption 
were provided, telephone service in 
rural areas was threatened. Elmer 
Andrews, then Administrator of the 
Wage and Hour Division, indicated 
that this amendment was needed. 
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1949 amendment: This amendment 
broadened the exemption by extending 
it to telephone exchanges with not more 
than 750 stations. 


Section 138 (a) (12)—Taxicab com- 
pany employees. 

1949 amendment: This section ex- 
empts any employee of an employer en- 
gaged in operating taxicabs. 


Section 13 (a) (13)—Western Union 
Telegraph agency offices. 

1949 amendment: This section ex- 
empts small telegraph agencies located 
in retail establishments (hotels, drug 
stores, garages, etc.) if the gross tele- 
graph receipts do not exceed $500 a 
month. 


Section 183 (a) (14)—Seamen. 
This section exempts seamen. 


STANDARDS ACT 


OF 1938 


Legislative history 


In 1949 the United States Telephone 
Association, representing independent 
segments of the industry, urged that 
this exemption be broadened to include 
exchanges up to 1,000 stations. The 
Communication Workers of America 
(CIO), on the other hand, urged com- 
plete elimination of the exemption. The 
1949 amendment was sponsored by 
Senator Butler, of Nebraska. 


This amendment was sponsored by 
administration leaders because the pro- 
portion of taxicabs covered was believed 
to be very small and because there was 
competition between those which were 
eovered and those which were not. 


Western Union urged the enactment 
of this exemption to counteract a de- 
cision of the sixth circuit holding em- 
ployees in small retail establishments 
operating Western Union equipment to 
be covered by the act. Western Union 
urged that it could not provide services ° 
in small communities if it had to pay 
the wages required by the act. Con- 
gressman McConnell specifically  fa- 
vored the amendment, which passed 
without debate. 


Seamen's unions in 1938 expressed a 
desire to be exempt because they were 
already subject to the jurisdiction of 
the Maritime Commission, which had 
authority to fix wages on vessels receiv- 
ing an operating-differential subsidy 
under the Merchant Marine Act. In 
1949, however, the CIO Maritime Com- 
mittee urged elimination of this exemp- 
tion. The seamen’s unions expressed 
disappointment at the alleged lack of 
interest on the part of the Commission 
in improving seamen’s working tondi- 
tions. They also pointed out that less 
than one-fifth of the oceangoing vessels 
were covered by the Merchant Marine 
Act. On the other hand, employer as- 
sociations opposed elimination of this 
exemption, although they were in gen- 
eral agreement that wages of seamen 
exceeded the statutory minimum (75 
cents). They were especially opposed 
to covering seamen under the overtime 
provisions of the act because of pay 
practices in the industry. They also 
pointed out it would not be feasible to 
increase the crew so as to limit their 
hours of work to 40 hours because of 
the lack of living facilities aboard ship. 
They also expressed concern that the 
courts might hold that seamen were 
working 24 hours a day unless the act 
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specially defined “hours worked" for 
seamen. There was also a controversy 
between the unions and the operators 
as to whether or not board and lodging 
should be included in computing the 
minimum wage. 

Section 13 (a) (15)—Forestry and 

lumbering corporations. 

1949 amendment: This seetion ex- This amendment was sponsored by 
empts employees working in the woods, Congressman Combs. It was urged 
in such occupations as felling timber, that small lumbermen cannot compete 
if the employer dees not have more than wit! big operators unless they enjoy 
12 employees in these operations. an advantage in wages paid. It was 

also stated that the Wage-Hour Divi 
sion experienced much difficulty in en 
foreing the act with respect to woods 
employees of small operators. 


STATUS OF THE CONTRACT CONSTRUCTION INDUSTRY UNbER THF 
STANDARDS Act’ 


Fair LARox 


Current estimates indicate that about one-fourth of the 2.6 million employees 
in the contract construction industry now have the protection of the act. The 
act contains no special exemption for construction employees. The reasons for 
the partial coverage in this industry are to be found in the basic-coverage 
limitations of the act and the manner in which, in view of the nature of the 
industry, such limitations have necessarily been applied. 


DESCRIPTION OF THE INDUSTRY 


The contract construction industry employs over 24% million workers. Con 
struction workers are mainly of two groups—skilled and unskilled. Relatively 
few fall into the semiskilled category. Skilled workers constitute about 45 per- 
cent of the total number in the industry; unskilled workers about 30 percent; 
semiskilled, 10 percent; foremen, 5 percent; office and engineering, 10 percent 
Exact figures are not available, but it is estimated that about one-half of all 
construction workers are unionized. 

Employment in the construction industry is irregular and results in loss of 
working time for the workers. Even during periods of high construction activity 
the loss of working time among construction employees is higher than among 
employees of major industries. The reasons for such loss are primarily the 
somewhat seasonal nature of the industry, limitations imposed by inclement 
weather, and noneontinuous nature of construction projects. Less than one-half 
of the experienced construction employees work for a full year of 50 or more 
weeks, whereas two-thirds of the total labor force work for a full year. In rela 
tion to the total labor force a much larger proportion of construction employees 
work less than 40 weeks per year. 

Hourly wage rates and weekly earnings of construction workers rank very 
high among major industry groups. On an hourly basis, 1953 average earnings 
in contract construction were $2.43, a rate exceeded only by anthracite and 
bituminous coal mining, $2.48. However, the variatious in rates in the con 
struction industry are wide, as between occupations, between skilled and unskilled 
workmen, between geographic areas and between union and nonunion employees. 

Rates for the unskilled labor force, 600,000 in contract construction alone, are 
substantially below the industry average. For exemple, union rates of helpers 
and laborers in 52 cities in 1953 averaged $1.95 as compared to $2.69, the average 
union rate for all construction trade workers. Building laborers averaged $1.86, 
with the individual rates ranging from 90 cents in Jacksonville, Fla., to $2.59 in 
Newark, N. J. 

Organized workers generally have a basic workweek of 40 hours or less, with 
overtime rates of time and one-half or double time paid for hours in excess of 
the basic workweek. Nonorganized workers also tend to work less than 40 hours 
a week, even where no basic workweek standard has been established, because of 
the intermittent nature of much construction employment. 


1The economic facts concerning the construction industry related in this discussion are 
derived from reports prepared by the Wage and Hour and Public Contracts Divisions 
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EXTENT OF PRESENT COVERAGE IN THE CONSTRUCTION INDUSTRY 


This industry is characterized by irregularity of employment. several types of 
employment, noncontinuous projects and thus shifting employment, extra long 
periods of unemployment, millions of unionized workers and millions of non- 
unionized workers, the highly skilled and the common laborer, high wages and 
low wages. The application of the present act is most haphazard. 

A comprehensive statement published by the wage and hour division on the 
extent of coverage in the construction industry under present interpretation of 
the act is as follows: 

“(1) The Fair Labor Standards Act extends generally to employees emploved 
on construction projects for the maintenance, repair, reconstruction, replace- 
ment, improvement, or enlargement of either, 

“(a) an existing instrumentality of interstate or foreign commerce (such as 
an interstate highway, railroad, pipeline, waterway, harbor), or 

“(b) existing facilities used in the production of goods tor inierstate or foreign 
comiuerce (such aS a mining, manufacturing, processing, or other industrial 
plant or an electrical power system). Covered construction includes the con- 
struction of new buildings or other new structures which are additions to, or 
extensions of, the existing instrumentalities or facilities. Covered employment 
on such projects includes all employees required for the performance of the 
projects, including office, clerical, bookkeeping, and payroll workers, watchmen 
and guards and, generally, employees maintaining, repairing, or rebuilding ma- 
chinery and equipment used on the job or transporting such equipment to and 
from the job site. 

“(2) Coverage of the Fair Labor Standards Act does not extend generally to 
the construction of private homes, apartments, schools, retail stores, and the like, 
that will not be an integral part of any existing instrumentality of interstate or 
foreign commerce or of any exising facilities for the production of goods for 
such commerce. Employees on these construction projects will be covered, how- 
ever, as any other case, if they are engaged in traveling or communicating across 
State lines or in performing work related to the movement of materials, equip- 
ment, or other goods in interstate or foreign commerce between the construction 
site and points outside the State. 

“This entire position is being reviewed in the light of recent litigation develop- 
ments which indicate there may be a broader hase for coverage under the act.” 

Thus, at the present, coverage of construction employees under the act may 
arise from any of four situations: (1) participation in the actual movement of 
goods in commerce; (2) performance of work related to existing instrumentali- 
ties of commerce; (3) traveling across State lines in the course of employment 
duties; (4) employment in a “closely related process or occupation directly 
essential to” the production of goods. 

Determination of coverage under the act is a constant problem for the employer, 
the employee, the courts, and the administration. Confounding the picture is 
the fact that the existence or the absence of coverage has little relationship to 
economic needs or realities and has little relationship to the accomplishment of 
the objectives of the act. Although the act contains no special exemption for 
construction employees, the basic coverage limitations of the act have resulted in 
uneven application of the act among construction contractors and employees. 
Construction workers who participate in obtaining supplies and equipment 
directly from other States or in sending them to other States are held to be 
within the protection of the act regardless of the nature of the construction proj- 
ect (Durril v. Dunn Construction Co., 186 F. 2d 27 (C. A. 8) ; Clyde v. Broderick, 
144 F. 2d 348 (C. A. 10) ), though not all the courts appear to agree (See Cooper v. 
Rust Engineering Co., 181 F. 2d 107 (C. A. 6)). Except for this phase of coverage, 
which applies only to a small segment of construction workers, coverage of the 
balance of the work force in this industry depends on the nature of the construc- 
tion project. Here courts have distinguished between construction of instru- 
mentalities of commerce and facilities for production of goods for commerce, 
on the one hand, and all other construction on the other. 

It is held that the construction of a new highway bridge in a new location to 
replace an abandoned one is covered (Bennet v. V. P. Loftis Co., 167 F. 2d 286 
(C. A. 4)), but another court, while expressing approval of this decision, holds 
the construction of a new highway bridge in a new location to supplement an 
old one which has become inadequate is not covered (Moss v. Gillioz, 206 F. 2d 819 
(C. A. 10)). The court which drew this distinction also distinguished in the 
same case, its own recent decision that the construction of a reservoir for a new 
dam on a nonnavigable stream was covered because it was part of a general 
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pational plan, which would, if completed, have the total effect of improving navi 
gation on a river many miles away (Tobin v. Pennington-Winter Construction Co., 
19S F. 2d 334 (C. A. 10), certiorari denied, 345 U.S. 915). Another court, which 
also expresses approval of the bridge-replacement decision, holds that the con- 
struction of a relatively short new segment of road extending one highway carry- 
ing interstate traffic and supplementing another is not covered (Koepfle v. Gara- 
vaglia, 200 F. 2d 191 (C. A. 6)), whereas the construction of new dikes and 
revetments in the Mississippi River is covered (Fleming v. Patton-Tulley Trans 
portation Co., 134 F. 2d (C. A.6)). Still another court holds that enlarging set- 
back levees is covered (7'obin v. Ramey, 205 F. 2d 606 (C. A. 5) certiorari denied 
346 U. S. 925) whereas supplementary interstate highway construction is not 
(Van Klaveren vy. Killian-House, 210 F. 24.5110 (C. A. 5)). 

* Similarly, in the field of factory construction, the same court holds that build- 
ing completely new structures on existing factory sites is covered (Walling v. 
McC€rady Construction Co., 156 F. 2d 932 (C. A. 3), certiorari denied 329 U. 8. 
785), whereas such construction is not covered where the new structures are 
several miles removed from the manufacturer's old ones, so that they may be 
described as a second plant rather than an enlargement of the first (Aelly v. Ford, 
Bacon & Davis, 162 F, 2d 555 (C. A. 3)). 

The problem of wages and hours in the construction industry should not rest 
on fine-spun distinctions, which make it difficult for employers to understand 
their duties, for employees to understand their rights, and for administration 
to follow a proper enforcement policy. 


STATUS OF WHOLESALE TrapE UNperR Farr LABoR STANDARDS ACT 


Wholesale trade is one of the ‘largest industries in the national economy, 
employing more people than any other industry except manufacturing, retailing, 
public utilities, and agriculture. According to the United States Census of 
Business, there were in 1948 nearly 245,000 wholesale establishments, with an 
annual sales volume of approximately $190 billion and an annual payroll 
of over $8 billion (table 1). In volume of business wholesaling exceeds retailing 
or manufacturing. A total of over 2 million workers, other than executive, 
administrative, and professional employees, are employed in wholesale trade. 


The great majority of these employees are subject to both the minimum wage 
and overtime provisions of the act. However, a quarter million of those employed 
are not subject to these provisions.’ 


PROBLEMS UNDER THE ‘PRESENT LAW 


Typically, a wholesaler distributes a line of related products obtained from 
manufacturers or importers located in various States. He maintains a ware- 
house serviced by a spur railroad track in an industrial part of a city or town, 
and stores the goods, pending distribution to retail stores in the area. The 
present act applies to those of his employees who order, receive, or unload the 
goods, whether they write the letters, keep the records, or drive the trucks, 
because they are held to be engaged in interstate commerce itself (Walling \ 
Jacksenwille: Paper Co., 128 F. 2d 395 (C. A. 5), affirmed on this point, 317 
U.S. 564). Because the present act does not extend to any employment following 
:.the ‘movement of the goods in interstate commerce, it does not apply to their 
storage or distribution, unless (1) the area of distribution extends beyond the 
State, (2) particular goods are obtained from other States pursuant to prior 
contract, order, or understanding with a particular retailer, or (3) the retail 
outlets are under obligation to fill their needs through the particular warehouse. ” 

The present language of the act protects all employees in some of these whole- 
sale establishments, but in most establishments only a part of the employees 
are protected. Some employees may be subject to the act in 1 week, but not in 
another. In fact, many wholesalers are not certain which of their employees 
are subject to the act and which are not. The result of this is that many 
wholesalers are inadvertently violating the act and that many employees who 
are subject to the act are not receiving its benefits. 


1“We may assume the validity of the argument that since wholesalers doing a local 
business are in competition with wholesalers doing an interstate business, the latter would 
be prejudiced if their competitors were not required to comply with the same labor stand- 
ards.” Walling v. Jacksonville Paper Co. (317 U. 8S. 564). 

2 There is a difference of opinion among the United States courts of appeals as to whether 
this last alternative makes the act apply to the local distribution functions of the typical 
chainstore warehouse. Contrast Walling v. Mutual Wholesale Food & Supply Co. (141 
ee sS Z. 8)) with Walling v, Goldblatt (128 F. 2d 778 (C. A. 7), certiorari denied, 
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A second area where employees are not subject to the act is the case of those 
wholesalers who receive no goods from outside the State and distribute entirely 
within the State. However, a substantial portion of the goods which nearly all 
these wholesalers distribute have moved in commerce from outside the State 
initially, and these employers compete with other wholesalers, many of whose 
employees are covered by the act. 

Inequities resulting from the partial coverage of this industry have been a 
matter of concern to wholesalers since enactment of the original law in 1938. 
When the Wage and Hour Division made its study of the effects of the original 
act on the wholesale grocery trade, in 1941, a number of wholesale grocers: in- 
dicated, either by letter or during interviews, that they were relatively satisfied 
with both the wage and kour standards set by the act, but were disturbed by 
the failure of competing firms to comply. Both large and small wholesalers in 
compliance felt that uniformity of action on the part of all competitors was 
more important than any relaxation of either the wage or the hour provisions. 


INTERSTATE CHARACTER OF WHOLESALING INDUSTRY 


The wholesaler functions as an integral part of the American mass-production 
system and performs services which are essentially interstate in character. He 
makes it possible for producers to sell their products to distant and unknown 
buyers, and for retailers to obtain their supplies from hundreds of manu- 
facturers located throughout the country. In order to have on hand the mer- 
chandise which the customers of the retailers may require, he must assemble 
his stock from hundreds if not thousands of different sources—from all corners 
of the United States and from the most remote parts of the world. His function 
is to move the products of industry from factories, mines, fields, rivers, and 
forests of the Nation and of other nations to the users and consumers, wherever 
they may be. 

Wholesale trade depends largely on goods received from outside the area of 
the wholesaler. Because of the great number of items typically assembled, most 
wholesale centers depend more upon outside goods than upon locally manufac- 
tured ones. For a given wholesaler, the competitive selling area of a staple 
product of low unit value may be relatively narrow, whereas his supply area 
may be as broad as the United States. 

A study of the purchase records of hardware wholesalers in California between 
1937 and 1940 showed purchases scattered among 35 States. During the war 
years 1941-44, they were scattered among 40 States. Builders’ hardware came 
from 17 States before the war and 18 during the war. Tools, agricultural imple- 
ments, and related goods came from 25 States prewar and 30 during the war. 
Plumbers’ goods were provided by 13 States prewar and 15 during the war. 
Sporting goods and cutlery came from 26 States prewar and 28 during the war, 
and electrical supplies from 13 States prewar and 18 during the war. Ammuni- 
tion and firearms were obtained largely from Connecticut and Tlinois.* 


WAGES IN WHOLESALING 


Wholesale trade is one of the highest wage major industries in the country. 
United States Department of Commerce data show that in T9534 average annual 
earnings per full-time employee in wholesale trade were higher than those in 
any other industry (table 2). Department of Labor data show that gross 
average hourly earnings of production workers and nonsupervisory employees 
in wholesale trade and in manufacturing were exactly the same, $1.77. In retail 
trade they were $1.40. 

Although average earnings in wholesale trade are high, there is a great di- 
versity in wage levels, and a substantial number of employees receive relatively 
tow wages. Occupational wage surveys made by the Bureau of Labor Statistics 
provide some information on wages in the lower paid occupations. In 13 cities 
for which data were obtained in 1952, average straight-time hourly earnings of 
janitors, porters, and cleaners ranged from 85 cents in Jacksonville, Fla., to 
$1.33 in Cleveland, Ohio. Average straight-time hourly earnings of stock han- 
diers and hand truckers ranged from 85 cents in the Norfolk-Portsmouth-Hampton 
Roads area to $1.50 in Milwaukee, Wis. Average straight-time hourly earn- 
ings of watchmen ranged from 86: cents in Jacksonville, Fla., to $1.13 in Cleve- 
land, Ohio. Table 3 shows the range in average hourly earnings in these 13 
cities for 3 other low-paid occupations. In smaller cities the wages of these 
employees may be lower. 


*Vaile, Roland S., Grether, E. T., Cox, Reeves, Marketing in the American Economy 
1952, p. 553. 
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Bureau of Labor Statistics data show that since 1952 average hourly earn 
ings have been increasing. Thus, in wholesale trade, gross average hourly earn- 
ings were $1.67 in 1952; $1.77 in 1953. In January 1954 they were $1.51 and 
in June 1954, $1.83. 

HOURS OF WORK 


Wholesale trade is more affected by the hours provisions than by the wage 
provisions of the act. Umited States Bureau of Labor Statistics data show that 
in 1937 when all manufacturing industries averaged 38.6 hours, wholesale trade 
averaged 42.8 hours per week. The trend has been downward, however, and in 
1953 weekly hours in wholesaling averaged 40.5, which was exactly the same 
as the average for all manufacturing. 

In 1941 the Wage and Hour Division made a survey of the effects of the original 
19388 act on the wholesale grocery trade. This is the branch of wholesaling 
which had required the longest workweeks. The study showed that the average 
wholesale grocery house had succeeded in achieving rather marked reductions 
in hours of work, accompanied by some gains in employee earnings and without 
substantially increasing costs. Almost three-fourths of both independent and 
cooperative wholeale grocery houses made some reduction in their regular sched 
ules of employee hours. To achieve this, these wholealers adjusted their meth 
ods of operation in a numberof ways. Among independent wholesale grocers, 
42 percent staggered employee hours, 40 percent reduced either the hours of 
house operation or the services offered their customers, and 30 percent engaged 
more employees. Some of these independents, of course, adopted 2 or all 3 
of these methods. Of the retailer-owned wholesale grocery houses (cooperatives), 
nearly 50 percent employed more help, 50 percent reduced either the hours of 
house operation or restricted services, and 30 percent staggered employee hours 
About one-tenth in each group attempted increased mechanization of their opera- 
tions. 

The Bureau of Labor Statistics occupational wage-surveys in 22 cities during 
1952 and 1953 showed that scheduled weekly hours for most workers in whole- 
sale trade were 40. From 74 to 99 percent of the employees in 16 of these 22 
cities had a scheduled workweek of 40 hours. These cities included Atlanta, 
Jacksonville, and the Norfolk-Portsmouth-Hampton Roads area in the South 
(table 4). 


ESTIMATED NUMBER OF EMPLOYEES NOT NOW SUBJECT TO ACT 


Under the present language of the act, 242,000 employees in wholesale trade 
are not now subject to the minimum wage and overtime provisions. In addition, 
the exemption for employees engaged in a local retailing capacity affects 10,000 
employees in wholesale trade; the minimum wage exemptions for the employees 
engaged in the handling and processing of fish products affects 20,000 em- 
ployees in wholesale trade; and the minimum wage exemption for employees 
engaged in the handling of farm products within the area of production affects 
109,000 employees in wholesale trade. Thus, a total of 381,000 employees of 
this industry, not including those exempt as executive, administrative, and pro- 
fessional employees receiving a minimum salary, and outside salesmen, are not 
subject to the act under the present language. 


TABLE 1.—NStatistics of wholesale establishments, 1948 


Paid employees and 

‘ales, entire} Payroll, en payroll, workweek 

Estab/isb- year tire year ended nearest Nov. 15 
Type of operation ments (thousand } (thousand 
(number dollars) dollars) 

Employees 

ra Payroll 


All types of operations 244, 705 |190, 480, 298 . 310, 606 | 2,463, 433 $150, 496, 195 


Merchant wholesalers : 146, 793 | 79,815,763 | 5,109,223 | 1,519,613 | 96, 490, 216 
Mannfacturers’ sales branches and offices ; 52, 858, 378 , 990, 393 518, 971 38, 581. 140 
Petroleum bulk stations, terminals d f 12, 202, 278 539, 061 160, 843 10, 695, 246 
Aventsand brokers. iets ad 24,377 | 34, 619, 208 356. 740 103, 258 6, 887. 792 
Assemblers (mainly farm products) 3 10, 984, 671 315, 189 160, 748 6, R41 


Source: Census of Business, 1948. 
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TABLE 2.—Average annual earnings per full-time employec by industry, 1953° 


All 


i 


per 


Average 

annual earnings 
industries, total weeks puebaiatieteedte ; 
Agriculture, forestry, and fisheries____ : ; i. “Ser 
Mining PEAS , ‘aa . = 4, 364 
Contract construction eee 4,244 
Manufacturing 4, 05 
Wholesale trade aD 
moeeeas © Ca a ee aoe Bee ee Re 
Fiuance, insurance, and real estate 
Transportation 
Communication and public utilities 
Services 


Average annual earnings per full-time employee” measures wage and salary income 
man-year of full-time work. The concept is chiefly useful for interindustry and 


intertemporal comparisons of earnings levels. It does not taken into account unemploy- 
ment, and part-time work. 


2 Includes automobile services. 
Source: U. S. Department of Commerce. 


TaBLe 3.—Straight-time average hourly earnings of custodial and warehousing 


workers in wholesale trade, 1952 


Average hourly earnings 


at Stock 
Area and date of survey Janitors, |Laborers,| handlers 


porters, | material | and Order | Watch- 
handling | truckers, men 
hand 


St. Louis, Mo., December 1952 
Baltimore, Md., October 1952 .._.___- 
Cleveland, Ohio, October 1952 
Jacksonville, Fla., May 1952 

Allentown, Bethlehem, Easton, Pa., May 


1952 
Louisville, 3 May 1952 
Columbus, Ohio 
Birmingham, Ala., April 1952............. 
Phoenix, Ariz., March 1952 
Milwaukee, Wis., March 1952 __.______- 
Cincinnati, Ohio, February 1952- 


=e 
SSSSluR 


, April 1952 


ree 


Norfolk, Portsmouth, Hampton Roads, 


Va. 


, February 1952 


BR 


1 Class B packers. 
Source: U. 8. Department of Labor. 
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TABLE 4.—Scheduled weekly hours of plant emplo; 


Percentage of workers with 


Area and date of survey 
U nder 40 
Al uder 4 40 hours 
workers hours 


Newark, Jersey City, N. J., December 
1953 

Minneapolis, St. Paul, Minn., November 
ieee. & 226 c: 

Detroit, Mich., October 1953 

Philadelphia, Pa., October 1953 

Chicago, Ill., March 1953-_-. 

Atlanta, Ga., March 1953. __- 

Boston, Mass., March 1953 

Los Angeles, Calif., February 1953 

San Francisco, Oakland, Calif., January 
1953 aetna 

St. Louis, Mo., December 1952___- 

Baltimore, Md., October 1952 

Cleveland, Ohio, October 1952. 

Jacksonville, Fla., May 1952. 

Allentown, Bethlehem, Easton, Pa., May 
1952. a cin 

Louisville, ny May 195: 

Columbus, Ohio, April 1952__. 

Birmingham, Ala., April 1952. 

Phoenix, Ariz., March 1962... _--. 

Milwaukee, Wis., March 1952 

Cincinnati, Ohio, February 1952 

Norfolk, Portsmouth, Hampton Roads, 
Va., February 1952__- 

Rochester, N. Y., January 1952-. 


! Over 48. 
2 Over 50. 
3 50 and over. 


Source: U. S. Department of Labor. 


STATUS OF MULTISTATE ENTERPRISES UNDER THE FAIR LABOR STANDARDS ACT 


Interstate chain enterprises are not limited to any one type of business, but 
cut across the entire economic structure. They exist in nonretail as well as 
retail industries. While some employees in these industries are now subject to 
the act, the bulk of the employees are not subject to its provisions. Extension 
of minimum-wage coverage to this area would affect only a very small number 
of enterprises, but these enterprises employ over 2 million workers. In consider- 
ing the application of the act to these multistate chain enterprises, it is useful 
to take up separately the enterprises of industries other than retail trade and 
retail service, and the somewhat different problem presented by the multistate 
chains of the retail industries. 

In the personal-credit business, out of a total employment of 62,000 employees 
only 35,000 are subject to the minimum-wage provisions of the act, and in the 
insurance business, out of a total of 165,000 employees only 81,000 are subject 
to the minimum-wage provisions. Furthermore, a recent decision of the United 
States Court of Appeals for the Third Circuit in Household Finance Corp. v. 
Mitchell (208 F. 2d 667), held that the act does not apply to employees in local 
offices of an interstate personal credit company. This decision creates an area 
of uncertainty in the law as to whether coverage actually extends to the 35,000 
employees in that industry who have previously been considered covered. And 
if that decision should be sustained and prove to be of equal applicability to 
the insurance business, as the court indicated, the same uncertainty will exist 
as to the bulk of employees in the insurance industry who are now considered 
subject to the minimum wage under existing interpretations of the act. 

The decision in the Household Finance Corp. case reveals clearly that the 
exclusive concern of the present act with the nature of the individual employee's 
work can operate to obscure the more important question of whether, in the light 
of the character of the business being regulated, the employment is appropriate 
for national or local regulation. Here the act was held not to apply to the 
operating offices of a vast international personal finance system, even though 
it is organized, financed, and managed on an interstate and international basis 
depends on a continuous interstate flow of funds, reports, and other documents, 
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and uses all of the channels and instrumentalities of interstate commerce as a 
vital instrument in conducting its business. 

In the construction industry several hundred thousand employees who are not 
now protected by the act work on projects of multistate construction enterprises. 
These enterprises depend on the channels of interstate commerce for their man- 
agement and operation. In furtherance of their construction work in different 
States they send across State lines the orders, information, funds, reports, key 
personnel, supplies, and equipment needed in estimating costs, submitting bids, 
purchasing materials, constructing public and private buildings and works, and 
managing and paying their labor force. Many of these enterprises are con- 
tinually engaged in a wide variety of such projects as the construction of Federal 
installations and works, public and private buildings, oil refineries, pipelines, 
factories, and other structures in a large number of States. Although a few of 
their employees are now subject to the act, coverage is spotty, due to the fact 
that coverage under the act is on an individual employee rather than on an 
enterprise basis. 


MULTISTATE CHAIN ENTERPRISES OF THE RETAIL TRADE AND RETAIL SERVICE 
INDUSTRIES 


The Nation’s retail trade and service enterprises number several million, and 
their employees total 9 million, about one-fifth of all wage and salary workers. 
The great majority of these enterprises are local businesses. They include the 
neighborhood grocery, drug store, barbershop, shoeshine parlor, restaurant, 
hardware store, and repair shop. These neighborhood enterprises are tradi- 
tionally within State jurisdiction because they are largely outside the stream 
of interstate competition, and can have only a minimal direct effect on interstate 
labor standards. 

Competing with these local businesses are a small number of retail multiunit 
enterprises, employing a substantial part of all retail and service employees, 
which operate establishments in more than one State. 

A chain store may serve only a neighborhood market but nevertheless it is 
operated as part of a mu'tistore enterprise. A chain store owned by a firm 
with headquarters far distant, especially if outside the State, is not controlled 
within the local community, not locally financed, does not return its profits to 
local owners, probably does not have locally determined wage, managerial, and 
purchasing policy. A chain store owned by a firm with stores in more than one 
State is in most major respects neither local nor intrastate. It is a unit of an 
interstate enterprise whose operations are in the stream of interstate commerce 
and whose labor standards directly affect interstate standards. 

In most discussions of the retail industries, the importance of the minority 
of interstate chains is obscured by emphasis on the more typical neighborhood 
enterprises. This report is intended to summarize information on the char- 
acteristics of the interstate chains, espcially on those factors which are pertinent 
to the application of a minimum wage. 


Lines of business in which interstate chain enterprises are engaged 


The major lines of business in which interstate chain organization is most 
widespread are well known. The names of many of these chains are household 
words in all areas of the country. They include variety stores, department 
stores, supermarkets, apparel specialty stores, motion-picture-theater chains, and 
interstate hotel networks. 

In retail trade, the line of business in which multistate organization is most 
common is variety stores. Interstate variety store chains employ 71 percent of 
all variety store workers (table 1). The largest of these chains, F. W. Wool- 
worth Co., has 1.834 stores scattered throughout the United States, and an addi- 
tional 187 in Canada and Cuba. Employment in the United States and Canada 
totals over 95,000 about one-fourth of all variety-store employment. 
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TABLE 1.—Jmportance of interstate firms in the retail trade and retail service 
industries, by kind of business, September 1953 





Nu ' 
Kind of business sa terocent ef 
All firms cate _— — oe 
Retail trade (except eating and drinking) 700, 000 1, 690, 00K 30 
Buil .ing material 0), O00 a). 000 
General merchandise #20, 000 650. OOK “G 
Department and general stores 1, 070, 000 10K), ON 37 
Limited-price variety stores 350), 000 250, 000 ° 
Food. _.- 1, 010, O00 :50. OO 45 
Auto dealers and gas stations ; wo ADM ; 
Apparel and accessories 576, 000 cn), OM ; 
Furniture and homefurnishings - -_. 375, 000 100, 000 97 
Miscellaneous retail _- 860, 00 1NO, OOO 21 
Retail service 3, 347, 000 06, OO 6 
Eating and drinking places. - 1, 21%, 000 80, 000 7 
Hotels_ 440, 000 48, 000 i] 
Motion-picture theaters 157, 000 32, 000 »” 
All other. 1, 531, 000 $6, 000 2 


Source: Estimated on the basis of data from the 1948 Census of Business and 1951 reports to the Bureau 
of Old-Age and Survivors Insurance. 


Department store chains account for 37 percent of department store employ- 
ment. These include such well-known enterprises as: Federal Department Stores, 
Inc., with 25,000 employees and 34 stores, including Bloomingdale Bros. (New 
York), Filene’s (Massachusetts), and Fedway Stores (Texas, New Mexico, and 
California) ; R. H. Macy & Co., with 24,000 employees and 26 stores, including 
L. Bamberger’s (New Jersey) and Davison-Paxson’s (Georgia and South Caro- 
lina); and Allied Stores Corp., with 28,00 employees and 73 stores, including 
Jordan Marsh Co. (Massachusetts and California), Joske’s (Texas), Stern's 
(New York), and Quackenbush Co. (New Jersey). Grocery chains include the 
Great Atlantic & Pacific Tea Co., with 4,650 stores, 35 bakeries, 4 salmon can- 
neries, 6 manufacturing plants, 3 cheese plants, 2 milk-processing plants, 9 
coffee-roasting plants, 1 printing plant, 1 creamery, and 4 laundries. Other 
examples of interstate chain store enterprises are United Cigar-Whelan Stores 
Corp. (drugs), J. C. Penny Co. (apparel), Regal Shoe Co., and Western Auto 
Supply Co. 

About 196,000 workers are employed by interstate chains in the service indus- 
tries. These chains employ 20 percent of all workers in the motion picture theater 
industry, 11 percent of all workers in hotels, and 7 percent of all workers in eating 
and drinking places. 

According to the 1952 Film Daily Yearbook of Motion Pictures, there are 188 
interstate motion picture theater circuits with 4 or more theaters apiece. These 
cirenits, which operated 6;784 theat°rs, over one-third of the 19.048 theaters 
reported in the Yearbook, include the Big Five as follows: 


By States 
Company Nuren ber of 

theaters Operated 

owned 
United Paramount Theaters, Inc_- 637 36 
National Theatres, Inc. (successor to 20th Century-Fox) 510 18 
Warner Bros___- 403 16 
Loew’s Inc. 122 16 
RKO Theaters Corp---_- 95 15 


The 1950 Directory of Hotel Systems lists 123 interstate hotel chains with 
3 or more hotels each, and these chains operated 1,260 hotels. Among these 
chains are the most familiar names in the hotel business: Hilton-Statler (first 
in assets among hotel corporations, with 23 hotels), Sheraton (probably next in 
assets, with 28 hotels), Milner (110 hotels), Anderson (60 hotels), American 
(47 hotels), Arthur 8S. Roberts (30 hotels), Boss (30 hotels), Knott (26 hotels), 
and Albert Pick (23 hotels). About 37 percent of the chains operate in only 
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1 State. Another 37 percent operate in 2 or 3 States. The remaining 
26 percent operate in 4 to 32 States, and have 937, or 60 percent of the chain 
hotels. Thus, almost two-thirds of chain-owned hotels are operated by inter- 
state enterprises. 


Occupations of employees 


Separate data on occupational distributions for interstate chain enterprises 
are not available, but the proportional distribution is probably about the same 
as for all enterprises within each line of business, as shown by the 1950 United 
States Census of Population. 

In retail trade, almost one-third of all workers are sales workers. Other 
major retailing occupations include truck drivers, deliverymen, and routemen ; 
clerical workers; craftsmen and maintenance workers; custodial and protective 
workers ; and professional and technical workers. 

In hotels three-fifths of all workers are service workers; the largest group 
are chambermaids, cooks, porters, and waiters and waitresses. 

In motion-picture theaters two special occupations of the industry account for 
22 percent of all employment: projectionists for 12 percent and ushers for 
10 percent. 

Waiters and waitresses account for 31 percent of all employment in eating 
and drinking places, cooks for 16 percent, and bartenders for 9 percent. 


Union organization 


The typical retail workers in interstate chains as well as in intrastate enter- 
prises is not a union member. The actual extent of organization is not clear, 
primarily because of the many kinds of job skills used by retailing firms and 
the large number of unions consequently involved. Besides unions organizing 
primarily sales personnel, there are unions with membership among custodial, 
warehousing, and shipping workers; unions among carpenters, electricians, and 
other skilled maintenance workers; among tailors, furriers, upholsterers, and 
similar crafts; and among officeworkers. 

The Bureau of Labor Statistics estimated that in 1946 the proportion of wage 
earners under union agreements in wholesale and retail trade combined ‘was un- 
der 20 percent. 

Union agreements on file with the Bureau of Labor Statistics indicate that 
such organization as exists in retail trade is spotty. It is concentrated chiefly 
in department stores, supermarkets, and among suppliers of milk and dairy 
products. It exists primarily in the manual and nonselling occupations, such 
as the custodial, shipping, warehousing, and skilled maintenance jobs. Union 
organization is probably more prevalent in interstate chains than in other types 
of retail enterprise. 


Employment of women 


One out of every three retail-trade workers is a woman, according to the 1950 
United States census of population. The proportion for retail trade, 37 percent, 
is somewhat larger than the proportion for American industry as a whole in the 
same year, 28 percent female, or for manufacturing industries, 25 percent female. 
But the various kinds of retail distribution showed substantial variations in the 
proportion of their 1950 labor force which were women, ranging from 79 per- 
cent in variety stores, which are predominantly interstate chains, to 5 percent 
in gasoline service stations, as follows: 


Women workers 


as percent 

Kind of business of labor force 
Sennen I ed 67 
NS ee a i ae oe oc tah tab bideegh deeclieaeuenmatinanes 79 
I I aa hh ik ld wicca te ell ti tats hetero tewedetiek betel 55 
rN a oaths cgclatislgh iann owes esas a ech ten ia en dbase desing 43 
I ir ecco nbisad oc as hance ae lees He amremicens ong mnceniangeel gigas meer 33 
iin ap doped bnaen ds ORICON 28 
Pare Pees, Gareemee Sieres 21 
BN ia ee co lst tesa sh sentence 16 
ar, eee: "eccrevenme rman ee ee 13 
Ee a as ei he ae ee lL 12 
ee ae es ee ee a eel eee 10 


CoS DerwEee Wi aeeE ss a a hs Sacer teaitch ieee bee 
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For eating and drinking places, the ratio is 51 percent; for hotels and lodging 
places, 49 percent; and for theaters, 36 percent. 

This wide variation in the proportions of employed persons who are women is 
akso comparable to that of manufacturing industries. In December 1954, the 
ratios for manufacturing varied from 6 percent in lumber and wood products and 
the primary metal industries to 59 percent for tobacco manufactures and 78 per- 
cent for apparel and other finished textile products. 


Age of workers 


The median age of workers in retail trade is about the same as for manufac- 


turing industries. Following are the figures as shown by the 1950 census of pop- 
ulation. 


Median age (years) 


| Male | Female 
workers | workers 


Manufacturing ---._-- ‘ niacin sited iniiailahaaunbetatais 34.5 

Wholesale arid retail trade sate 38. £ 36. 1 
Wholesale trade _ sete 0.0 | 

Retail trade: 

Food and dairy products sie Beets : | 37,8 

General merchandise .-..........-.-- iti 37.5 | 35. 4 

Apparel and accessories ee ; 2.3 41.1 

Furniture and housefurnishings ___-- . 56 36.2 

Motor vehicles and accessories._----- ; al 36.7 | 31,1 

Gasoline service stations__- ea a ; 33.0 | 37-8 

Drugstores._..---- ae 38 30 0 

* Hardware, farm imple ments, and building material 39.0 | 36.2 

All other tet SANE. iatkalassdeesnee Banat bay 37.6 


33.0 


. The proportion of workers over 64 years of age is also about the same for 
retail trade as for manufacturing. In retail trade, about 4 percent are over 64; 
in manufacturing, the proportion is about 3 percent. The proportion of workers 


under 20 years of age is 9 percent in retail trade, as compared with 5 percent 
in manufacturing as a whole. However, it is considerably below the 14 percent 
average in the printing and publishing industry group. 

Individual manufacturing industries show substantial variation about the 
average for employees under 20 years of age, as the following figures for 5 
imdustry groups show: 


Percent of workers 


Industry 
Under 20 Over 64 
years of age | years of age 





Primary metal products 

Tebacco manufactures -. latinas 
Apparel and fabricated textile Droducts.... a 
Sawmills and planing mills____-_- : 
Printing and publishing. _.____-- ineneniioacies 


Wage rates of multistate enterprises of retail trade 


The 1948 census of business reported earnings data for large stores and multi- 
unit establishments in retail trade both by kind of business and geographic region. 
These data undoubtedly understate present earnings levels, but are useful in 
showing wage relationships among the areas and branches of the industry. They 
shew that earnings in the South are lower than in the rest of the country and 
that earnimgs in general merchandise stores, made up primarily of department 
stores and limited-price variety stores, are the lowest of the major lines of retail 
trade, 

The Bureau of Labor Statistics publishes, on a monthly basis, average hourly 
earnings data for several of the lines of retail trade as well as for retail trade as 
2 whole. These data pertain to the industry and not just to multistate chains, 
and may, therefore, tend to understate earnings for multistate Suter prises. How 
ever, the amount of understatement is probably not tco great as the Bureau of 
Labor Statistics sample is probably more representative of large enterprises ‘than 
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of small ones because a voluntary reporting system, such as the Bureau maintains, 
tends to exclude very small establishments with inadequate reporting systems. 
Therefore, as no data exist for multistate chains, alone, the overall estimates have 
been used. The Bureau of Labor Statistics’ estimate of average hourly earnings 
in retail trade in August 1954 was $1.47. Using this figure as a starting point, 
estimates have been developed for each of the lines of retail tradé-in the Umited 
States and separately for the south (table 2). 


TABLE 2.—Estimated average hourly earnings in retail trade, by kind of business 
and region, August 1954” 


Gross average hourly earnings 


Kind of business 


Genet | South | Non-South 


All retail trade (except eating and drinking) -............... -| 
Food group. ; ear 
General merchandise group 
Department atares .. ................<- 
Variety stores 
Apparel group. -_- 
Furniture, furnishings, and appliance group 
Aumotive group 
Gasoline service stations _ 
Lumber, building and hardware group 
Drug and proprietary stores 
Neen eo deipaipaeniiltemat : 


Peee 

wn 
> tall 
bestese 


SRBSSSSSSSRS5 
geess 


et ht et et et ee ee 
, oe fen eS lf 


eee menses a 


1 Based on BLS average of $1.47 per hour in August 1954, and adjusted by relationships shown in the 
Census of Business, 1948. 


All the major retail branches have estimated average earnings well above 
a dollar except for two lines in the South: Drug stores and general merchandise 
stores where the earnings are $1.09 and $1.10 respectively. However, the fig- 
ures for drug stores would be increased if the value of tips and meals obtained 
by fountain and counter clerks in these stores were included. No such factor 
accounts for the low earnings in general merchandise stores. The low for 
these stores reflects the low level of earnings for limited-price variety stores, 
and the fact that wages in department stores also average relatively low among 
the retail lines. 

To assist in evaluating the impact of various minimum wage rates, the De- 
partment has developed estimates of the number of workers receiving less than 
90 cents, $1 and $1.25. These estimates are not derived from actual survey 
materials. They are based on judgment and it is difficult to assess their prob- 
able margin of error. They provide a rough indication of the impact of speci- 
fied rates. Estimates of the number paid less than 75 cents are also shown. 

The estimated number and percentage of werkers, for all.multistate retail 
establishments combined, who are paid less than the specified rates are as fol- 


Number Percent 


Under 75 cents_. 
Under 90 cents. 


5 
15 
25 
50 


ee ee ee Se ees : 850, 000 | 


ny Hee I st. c cin Saccecctci Habu Recewedese , 1, 690, 000 ww on 100 


Separate estimates have been made for multistate enterprises of the low-wage 
general-merchandise groups. For the country as a whole, the proportion of 
workers receiving under 75 cents is estimated at 10 percent: under 99 cents, 25 
percent; and under $1, 40 percent. For the South, for general merchandise 
stores, the proportions are: under 75 cents, 35 percent; under 90 cents, 50 per- 
cent ; and under $1, 65 percent. 

While the proportion of workers who would get increases is a significant fac- 
tor in appraising a minimum, the amount of increase necessitated by the new rate 
is also important. Except for stores in States with effective minimum-wage 
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laws, and these are few in number, there is considerable variation from store to 
store in the range of wages paid. The impact of a minimum wage rate might be 
greater on some of the general merchandise stores than on covered establish 
ments that must have adjusted to a minimum wage over the years. This is 
because the covered plants now have a minimum rate of 75 cents. Some of the 
general merchandise stores in the South are paying less than 75 cents. An 
increased minimum rate would have a greater impact on the stores now paying 
the lowest rates. 

This illustrates the general problem which has developed over the years where 
low-wage industries without protection of the minimum wage continue to lag 
behind while it has been necessary for other industries to adjust to a statutory 
floor under wages. While it may be recognized that some segments of industries 
not now covered would have to go farther to reach any statutory floor under 
wages, it must also be recognized that the longer the gap is permitted to continue 
the more difficult it will be to give minimum wage protection to the low-wage 
workers who do not now have it and are most in need of it. 

An additional factor to be considered in evaluating the feasibility of a specified 
minimum wage rate is the existing labor cost ratio in the industry. In retail 
trade, the closest approximation to a labor cost ratio is the relationship between 
payrolls and total sales. In 1948, the total payroll for retail stores of multiunit 
firms was equivalent to 12 percent of the total sales. The corresponding ratio for 
general merchandise stores was 14 percent. These figures are low compared to 
most of the manufacturing industries. In table 3, payrolls in large retail stores 
are shown as a percent of retail sales in 1948. 

In the usual situation, the heaviest impact on minimum wages is on marginal 
firms which have been earning little, if any, profit. This will tend to be true, for 
example, in Southern sawmills and apparel plants where the lowest wages tend 
to be pad by marginal firms. Multistate chain enterprises are, generally speak- 
ing, very stable firms with substantial reserves. 


Tas_Le 3.—Retail payrolls in stores of multiunit firms as a percent of retail sales 
in those stores, » by kind of business, United States, 1948 


Sales Payrolls Payrolls 
Kind of retail business (thousands | (thousands as percent 
of dollars of dollars) of sales 


Retail trade, except eating and drinking a. = 37, 5ES..4 | 4, 408. 
Food group- ---. 737.0 934 
Genera] merchandise group !____- 434 1, 515. ¢ 
Department stores__ , 771.3 1, 007 
Dry goods, general merchandise stores. __- 340. 153 
Variety stores 2. 144.5 | 330.7 
Apparel group - ; 3, 849 501.3 
Furniture, furnishings, appliance group. 773. | 335.4 
4 
) 


Autonotive group .__+ < } 2,181 234 
Gasoline service stations __ 7 : 677 93. ( 
Lumber, building, hardware group 2, 460.9 308. 5 
Drug and proprietary stores. __- : 113.0 166. 7 
Other retail stores ?_ __- is ; 3, 242.6 319. 2 


1 re eneral merchandise prineindes general stores. 
2 Other retail stores include liquor stores and secondhand stores as well as the lines'shown in the census 


Source: Census of business, 1948. 


Wage rates of multistate enterprises of the service industries 


Interstate chains of the service industries employ almost 200,000 employees. 
The bulk of these workers are employed in restaurants, hotels, and motion- 
picture theaters. The task of determining the impact of a minimum-wage rate 
on these industries is made difficult by the lack of adequate wage data. Such 
data as are available are for all hotels, restaurants, and motion-picture theaters 
and not for interstate chains, which are generally known to pay higher rates. 
The problem is further complicated by the fact that many of the employees in 
these industries receive tips and perquisites, and estimates are almost entirely 
leaking on the value of these items. 

According to the 1948 census of business, average weekly wages in eating 
and drinking places, and motion-picture theaters were about three-fourths of 
those in retail trade. 
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The earnings data upon which those relationships are based exclude the 
value of tips and perquisites. Studies of the New York State Department of 
Labor indicate that the majority of restaurant waiters and over one-fifth of 
hotel workers customarily receive tips, and that most restaurant workers and 
about one-half of hotel workers receive meals and/or lodging in addition to 
cash wages. One of these studies, an April 1953 survey of year-round hotels 
in New York State, showed that workers receiving tips were paid by their em- 
ployers an average of 75 cents an hour, while those not receiving tips were ‘paid 
an average of $1.06 an hour. This difference of 33 cents an hour partly reflects 
valuation of tips in hotel work, and would substantially raise the Bureau of 
Labor Statistics 96 cents per hour average of cash wages for all hotel workers in 
August 1954. : 

Another New York State Department of Labor study, a June 1951 survey 
of restaurants in the State, showed substantially the same thing: Workers 
receiving tips were paid by their employers an average of 64 cents an hour; 
those not receiving tips were paid an average of 37 cents per hour more, or 
$1.01. Similarly, a survey of Rhode Island restaurants in February 1953 by 
the department of labor in that State showed a 41-cent difference in the hourly 
wages paid employees customarily receiving tips and those customarily not; the 
average hourly wage paid the former being 41 cents; the latter, 82 cents. 

The above figures exclude the value of meals and lodging. If the value for 
these items and the amount received as tips were added to cash earnings, earn- 
ings in hotels and restaurants would be higher than published figures indicate, 
and would be roughly comparable with the figures for general merchandise 
stores. Therefore, it would seem that the estimated impact of various minimum- 
wage rates on general merchandise stores, described above, can be used as a 
rough gage of the impact on the interstate hotel and restaurant chains. 

Unlike the hotels’ and restaurants’ workers, workers in motion-picture theaters 
do not receive tips and perquisites. However, the testimony of an industry 
witness before the Subcommittee on Labor of the Senate Committee on Labor 
and Public Welfare suggests that multistate theaters would encounter no special 
difficulty in complying with a 90-cent minmum rate. It was stated: 

“Our objection to the inclusion of the theater in the Minimum Wage Act is not 
only its suggested floor, because in almost every category of employee with the 
possible exception of ushers who are mostly part-time and short-time employees, 
teen-agers, and others desiring temporary employment, we pay our employees 
considerably more than even the suggested minimum wage.” 

In summary, therefore, it would appear from available data that there is little 
difference between earnings in the retail services and the low-wage components 
of retail trade. 


Treatment of tips and perquisites 


Tips and such perquisites as meals and lodging are an important part of the 
income of many service workers, especially in restaurants and hotels, and are 
taken into account by employers in fixing the cash wage rate. They are regarded 
as income for Federal income-tax purposes, and are recognized in administering 
the Fair Labor Standards Act. Section 3 (m) permits the inclusion as wages of 
the reasonable cost of board, lodging, or other facilities, if cnstemarily furnished. 
Existing regulations, designed to cover the situation of redcaps in public trans- 
portation terminals, provide that tips may be counted as wages if the employ- 
ment agreement is such that the tips belong to the employer. 

Tips and perquisites are recognized in nearly all the States which have mini- 
mum-wage laws or orders for restaurants and hotels. Some States take care of 
tips by setting lower minimums for employees customarily tipped, such as 
waiters, than for those customarily not tipped, such as cooks. Other States 
simply allow tips to be counted as part of wages. Nearly every State provides 
for perquisites, some by setting lower minimums for employees receiving meals, 
some by fixing maximum permissible deductions for meals and lodging from the 
minimum wage. 


Status oF Retart TrRaDE UNDER THE F'arR Laspor STANDARDS ACT 


One of the largest groups of workers outside the Fair Labor Standards Act ts 
the group engaged in retail trade. The only major industry groups with more 
employees are manufacturing and government. There are at present some 5.7 
million retailing employees; some 230.000 of them, employed in mail-order 
houses and in central offices and warehouses of chain stores, are subject to the 
minimum wage and overtime provisions. 
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This report is intended to bring together data on the characteristics of retall 
trade, especially economic factors pertaining to the application of minimum 
wages. 

EMPLOYMENT IN MAJOR KINDS OF RETAIL TRADE 


The 5.7 million retailing employees are employed in 1.4 million firms. These 
workers are divided among the major kinds of retail business as follows 


Num ber 


Industry thousan is me 7 

All retail trade 5. 715 1 
PeeGiss nas naies cae a 1, 189 21 
General merchandise -- -- -. iat 1, 305 23 
Automotive and gasoline service. __- QR? 17 
Apparel ____- bina ‘ ; SUN ll 
Lumber, building, hardware .-_.__.__-. ; 454 | 8 
Furniture, furnishings, appliances - : 335 | " 
ped neni nadiekeutinaae 822 14 


EMPLOYMENT BY SIZE OF FIRM 


The great majority of retail-trade firms are of the small, local, essentially 
intrastate type, but they do not account for the bulk of industry employment 
Side by side with the many “mom-’n-pop” or “friendly corner merchant” ente: 
prises, and in strong contrast to them, are a relatively few larger firms. These 
few, by virtue of their size, have an importance and significance out of propor 
tion to their numbers. For example, some 37,000 chain organizations, less than 
3 percent of industry firms, hire two-fifths of industry employment. 

Retail firms with under 4 employees number over a million and equal SO per 
cent of industry firms, but they account for only 15 percent of industry employ- 
ment. This is the sector of retail distribution made up of the many and the 
small. In.this sector are over a half million enterprises with no employees at 
all, being entirely family operated. In strong contrast, retail trade also has 
some 3,000 firms with 100 or more employees. Though equaling only 0.2 percent 
of industry concerns, these firms have 39 percent of industry employment. 

The above contrasts are brought out in table 1, which emphasizes the distinc 
tion between big and little enterprises in terms of sales volumes as well as em- 
ployee sizes. Two-thirds of the enterprises in retail trade gross under $50,000 
in annual sales, but these smaller firms together employ only 12 percent of the 
industry’s workers. On the other hand, the 0.7 percent of retailing firms gross- 
ing a million dollars or more in annual sales account for 44 percent of industry 
employment. 


TABLE 1.—Retail trade: Number and percent of firms and employees, by employee 
size and sales size of firm, United States, September 1958 














Firms Employees ! 
Percent of 
Number in mens of Numberin| industry 
thousands ao 5 y thousands employ- 
“ ment 
ei hide a kdb ined abies chee 1, 354 100 6, 356 100 
Firms with: 
eed kneneadanesuetenesni’ 582 43 be is 
aca cnuwictcseceeunecesna 1, 085 80 | 953 15 
so icepitiasscanecabeddasoul 1, 246 92 1, 907 | 30 
Se a ncmndenesncue ieiha oe 4, 327 eS | 2, 860 45 
on ccc ccc nnmncncccel 1, 351 99.8 | 3, 877 | 61 
Under $50,000 in annual sales___-____--- ainldeiaicaamnteeh | 907 67 763 12 
Under $300,000 in annual sales...-______.-..--._._..| 1, 300 6 | 2, 670 42 
Under $100,000,000 in annual sales. _..........__. 1, 345 99.3 | 3, 559 56 


! Includes 641,000 executive, administrative, and professional employees and 5,715,000 other employees 
Source: Wage and Hour and Public Contracts Divisions. 





1 Excludes eating and drinking concerns, the self-employed (that is, active proprietors 
and unpaid family workers), and executive, administrative, and professional employees. 
Including executive, administrative, and professional employees, the industry has 6,356 
thousand employees. Estimates as of September 1953. 
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TRENDS IN SIZE OF RBETAIL STORE 


The number of retail stores in the country declined slightly between 1939 and 
1948, according to census data. Declines occurred among general stores, depart- 
ment stores, gasoline service stations, food stores, drug and proprietary stores, 
and “all other retail” stores. Unusually large gains in the number of stores took 
place in the liquor, furniture, jewelry, and automotive groups. The average 
establishment evidently expanded in worker size over the 1939-48 period since 
total retail personnel (including active proprietors and unpaid family workers 
as well as paid employees) rose 30 percent for the industry as a whole, increasing 
in every line but general stores and gusoline stations. Except in those two 
kinds of business, personnel increases took place even where the number of stores 
had dropped, the most marked of such instances occurring among department 
stores, where a decline of over one-third in the number of establishments was 
accompanied by an advance of nearly one-third in the labor force. Other estab- 
lishments with above-average increases in worker size were those in the lumber, 
dry goods, and drug and proprietary lines. Payrolls, which reflected increases 
in wage rates as well as in numbers of paid employees, tripled between 19569 and 
1948 for retail trade as a whole and rose in every line of business, even among 
general stores, though cnly slightly there. 

During the 1939-48 period the larger stores, those with 20° or more employees 
each, enlarged their proportion of industry employment from 36 to 42 percent. 
Since 1948 the big-business trend in retailing appears to have continued, perhaps 
accelerated. Major evidences of this include (1) the supermarket boom, (2) the 
growth of multistore enterprises, (3) the drift toward self-service, (4) the trend 
toward one-stop and one-half stop outlets by most of our major retailers. 


OCCUPATIONAL DISTRIBUTION 


The typical retail trade worker is more likely to be engaged in some sort of 
selling work. Of the industry’s 1950 labor force, according to the United States 
Census of Population, about one-third were sales workers. Another quarter were 
proprietors, managers, and officials, and undoubtedly the primary function of 
many of these was also selling. Other major retailing occupations include truck- 
drivers, deliverymen, and routemen; clerical workers; craftsmen and mainte- 
nance workers; custodial and protective workers; and professional and technical 
workers (table 2). 


TABLE 2.—Proportions of employed labor force in retail trade in major 
occupation groups, by sex, United States, 1950 


! 





Percent of employed labor force 
in retail trade 
Major occupation group ; o 





Total Male Female 
Total,-all-occupations.--............-... Seka agen leteaass 100 100 100 
NE Eien tenes aes si eae as te 36 | 28 52 
Proprietors, managers, and offieials- _- : eieiiederseetaiead 25 | 31 12 
Service workers- SEES te oe e stained 3 | 2 4 
Operatives and kindred workers !_._--.--.- een ome 13 | 17 6 
Clerical and kindred workers phi i ones 11 | 4 23 
Craftsmen, foremen, and kindred workers.-_..-.-....----------- 7 11 2 
Professional, technical, and kindred workers. ala Cae 2 3 j 
Ec ncnccophssntneS psx detpecenssnen} RA Aae Reha ei 3 | 4 () 


1 Includes truck drivers, deliverymen, and routemen. 
2 Less than 0.5 percent. 


Source: U. S. Census of Population: 1950, 


EMPLOYMENT OF WOMEN 


The 1950 Census of Population shows that over one-third (37 percent) of all 
retail personnel were women. The highest proportions of female workers in that 
year were in general merchandise stores (67 percent), especially limited-price 
variety stores (79 percent), and apparel stores (55 percent). On the other 
hand, women workers equaled one-eighth or less of the labor force in 1950 in the 
lumber, automotive, and fuel groups, and in gasoline service stations. 
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Retail trade employed in 1950 a greater percentage of female workers (37 
percent) than did American industry as a whole (28 percent). The only major 
industry groups with larger proportions of women employees than retail trade 
were personal services, professional and related services, and finance, insurance, 


realestate (table 3). 


TaRLE 3.—Proportions of female workers in employed civilian labor force, by 
major industry group and by kind of retail business, United States, 1950 


Major industry group nent Kind of retail business Pere 
emale on 

Total employed civilian labor force 28 | All retail trade i7 
Personal services 67 General merchandise stores 67 
Professional and related services 5S Variety stores 79 
Finance, insurance, and real estate 41 Appare! stores 
Retail trade 37 Drugstores ‘3 
Public administration 2H Jewelry stores ; 
Entertainment and recreation services 26 All other retail stores 32 
Manufacturing 25 Food stores 2s 
Wholesale trade i9 Furniture, furnishings, appliance 21 
Transportation, communication, and 16 stores 

other public utilities. Liquor stores 4 

Business and repair services 13 Lumber. building, hardware croup 13 
Agriculture, forestry, and fisheries 8 Automotive group 12 
Construction _ 3 Fuel, fuel oil, ice dealers 10 
Mining 2 Gasoline service stations F 


Source: United States Census of Population: 1950 


SEASONAL EMPLOYMENT 


As might be expected because of the Christmas season, retail employment is 
above average during the last quarter of the vear, with December the peak 
month. Census data show that the slackest retailing period occurs during the 
first quarter of the year, with a February low of 96 percent of average annual 
employment. Second- and third-quarter employment appear relatively constant 
at a level near the average for the year. 


PART-TIME WORKERS 


About 1 of every 6 employees in retail trade works only part of the week at 
his job. According to the 1948 United States Census of Business, part-workweek 
employees Were proportionately most humerous in variety stores, 89 percent > and 
proportionately least numerous in automotive establishments, 4 percent No 
other major kind of retail business departed substantially from the industry 
average for part-workweek employment, 17 percent. 


UNION ORGANIZATION 


The typical retail-trade worker is not a union mnember. The actual extent of 
organization is not clear, primarily because of the many kinds of job skills used 
by retailing firms and the large number of unions consequently involved. Besides 
unions organizing primarily sales personnel, there are unions with membership 
among custodial, warehousing, and shipping workers, unions among carpenters, 
electricians, and other skilled maintenance workers, among tailors, furriers, 
upholsterers, and similar crafts, and among office workers. 

The United States Bureau of Labor Statistics estimated that in 1946 the pro- 
portion of wage earners under union agreements in wholesale and retail trade 
combined was under 20 percent, Union agreements on file with the United States 
Bureau of Labor Statistics indicate that such organization as exists in retail 
trade is spotty. It is concentrated chiefly in department stores, supermarkets, 
and among suppliers of milk and dairy products. It exists primarily in the 
manual and nonselling occupations, such as the custodial, shipping, warehousing, 
and skilled maintenance jobs. 

The retail trade payroll in the period 1949-52 accounted for one-tenth of the 
total annual wages and salaries paid in the Nation, and in 1952 totaled 19 billions 
of dollars. Except for manufacturing and Government, the retail payroll is the 
largest in the Nation. The retail payroll averages only 10 cents of each con- 
sumer retail dollar, a low ratio compared to other industries. The cost of goods 
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sold accounts for approximately 75 cents of every retail dollar spent, and is 
responsible for this low ratio. Variations exist among the several kinds of retail 
business, apparently chiefly because of differences in the number of self-employed 
(payrolls exclude returns to them). The extremes appear to be in department 
stores and variety stores, on the one hand, where there are few or no self- 
employed, and liquor stores, where almost half the personnel were reported 
self-employed in the 1948 United States Census of Business. The payroll-to-sales 
ratio in 1948 was 16 percent in department stores and in variety stores, 4 percent 
in liquor stores. 


SOME MISCONCEPTIONS REGARDING EMPLOYMENT IN RETAIL TRADE 


There are many popular misconceptions about employment in retail trade. 
These deal with the stability of employment in the industry, the lack of unem- 
ployment among full-time employees of retail trade, and the age and sex char- 
acteristics of workers in the industry. 


STABILITY OF EMPLOYMENT 


There is general agreement that average huorly earnings in retail trade is 
below the level in most of the industries. However, there is no such uniform 
agreement with respect to annual earnings. Actually, the theory has been ad- 
vanced that many workers prefer employment in retail trade because the regu- 
larity of employment insures greater annual earnings than do industries with 
higher hourly earnings. In 1953, annual earnings in retail trade averaged 
$3,092 per employee as compared with $4,051 in manufacturing, $4,244 in con- 
struction, $4.364 in mining, and $4,465 in wholesale trade. Among the non- 
agricultural industries, annual earnings in retail trade were lower than in any 
other industry group with the exception of the service industries. However, 
even the service industries would not compare unfavorably if estimates of the 
value of non-money payments, like room and meals, could be added to cash 
wages. 

Data on annual earnings for the years 1950-55 are presented below to indicate 
that the pattern of relatively low annual earnings in retail trade is consistent 
from year to year. The Department of Commerce figures refer to averages for 
full-time workers. 


Average annual earnings per 
7 full-time employee 
Industry division 


1950 1951 1952 1953 


Agriculture, forestry, fisheries __ $1, 362 | $1,534 | $1, 629 $1, 653 
Mining 3, 448 3, 891 4, 069 4, 364 
Contract construction __ ‘ 3,354 | 3,735 4, 022 4, 244 
Manufacturing 3, 300 3, 612 3, 834 4,051 
Wholesale trade _ 3, 834 4, 138 4, 284 4, 465 
Retail trade (including auto services) 2,729 2, 875 2, 974 3, 092 
Finance, insurance, real estate 3, 244 3, 426 3, 592 3, 761 
Transportation 3 3,609 | 4.033 | 4.254) 4.441 
Communication and public utilities __ 3, 321 3, 554 3, 802 4, 034 
Services __ =e py eeaege 2,220 | 2,362) 2,529 2, 650 


| 


A discussion of annual earnings which was confined solely to major groups 
would fail to indicate the wide variations around the averages. In manufac- 
turing, for example, while the combined average is $4,051 per year per employee 
there are many low-wage industries, in which the employees average consider- 
ably less than that amount. Similarly in the retail trade group, employees in 
the low-wage components average considerably less than $3,092 per year. The 
figures below show annual earnings per employee in low-wage manufacturing 
and retail trade industries. It is evident from these, that employees in low-wage 
manufacturing industries where seasonal unemployment is not uncommon, still 
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earn more per year, on an average, than do employees in the low-wage retail 
trade industries. 


Low-wage industries : Annual earnings 
Manufacturing : in 1953 
Tobacco manufactures_____-~- a sila casi a 
Textile-mill products__..._ ~~~ ated ciaae iain 3, 026 
Apparel and other finished fabric products___-~~-_- 2, 747 
Leather and leather products_ aici dices abchilaacsiotiesai ; 2, 040 
Retail trade: * 
Department stores__......-~- ciate _ 2, 613 
Limitted-price variety stores__- : ; ees 1, 625 
Dry-goods stores____.._--~- ascites ae aaa 7 2, 166 


1 These figures are averages for all employees covered by State unemployment insurance 
laws. The average for full-time employees would be somewhat greater, especially for 
variety stores. 


Unemployment 

Another popular misconception which is often stated to prove stability of 
employment in retail trade is that unemployment is practically nonexistent among 
full-time workers in retail trade. Actually available statistics indicate that un 
employment rates for full-time retail-trade workers are somewhat higher than 
for all wage and salary workers combined, and considerably higher than the 
rates in wholesale trade and the service industries. Even when the comparison 
is limited to manufacturing industries, no clear-cut pattern in favor of retail 
trade emerges. In half the years for which data are presented below, the rates 
for retail trade are above those for manufacturing; in the other half, the stand 
ing is reversed. 


Unemployment rates, by major industry group and class of worker, for the 
United States: Annual averages, 1954, 1953, 1949, and 1948 
Percent of workers unemployed 


Major industry group and class of worker 


1054 1953 1949 1¥4s 
Nonagricultural industries. _ - J 5.0 2. 6 3.4 
Wage and salary workers. ___-.- hadi 5.4 2.6 6.2 3.7 
Construction. __----- : 10.5 6.1 11.9 7.6 
Manufacturing ____- 6.1 2 7.2 3.5 
Durable goods. - - ; 6.5 2.0 7.4 3.4 
Nondurable goods 5.7 3.1 6.9 3.6 
Transportation, communication, and other public utilities__ _- 4.8 1.8 . 2 3.0 
Wholesale and retail trade 5.2 3.0 8 43 
Retail trade ‘4 ; 5.6 3.3 6.0 4.6 
Wholesale trade oS 3.8 33 4.8 3.3 
Service industries* ____-_- 3.7 2.2 4.6 3.2 


Note.—Unemployment rates for industry groups represent the proportion of all civilian workers in a 
given group who were unemployed. For the employed, industry and class of worker relate to current job; 
for the unemployed, to the last full-time job. 


Source: Annual Report on the Labor Force, 1954; Current Population Reports, Series P-50, No. 59, 
April 1955, table VIII, p. 9, and unpublished data for retail and wholesale trade separate); 


Age and sex characteristics of workers in retail trade 

It is often stated that the age of the typical retail trade worker is very 
different from the average in other industries and that older Women find employ 
ment only in retail trade. 

Actually the median age of workers in retail trade is about the same as for 
manufacturing industries. In general merchandise stores, for example, the 
median age of male workers is 37.5 years and that of female workers is 35.4 
years. Comparable figures for the manufacturing group are 38.4 years and 345 
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years. Comparison of manufacturing with other lines of retail trade can be 
made from the data presented below. 





Median age (vears) ” 
Industry 

Male work- Female 

ers workers 
Man ifacturing . . 38. 4 34.5 
Wholesale and retail trade 38.5 36.1 
Wholesale trade : 5 39.0 33.0 

Retail trade: 

Food and dairy products : 7 : ‘ 37.4 37.8 
General merchandise ‘ida S ; 37.5 35. 4 
Apparel and accessories 42.3 41.1 
Furniture and bousefurnishings_.- : 36.9 36. 2 
Motor vehicles and accessories , ; 36 7 31.1 
Gasoline service stations... ._...- ; 33.0 37.8 
Drugstores. __- aie ahi kha om 38 3 30.0 
Hardware, farm implements, and building material ___- 39.0 36. 2 
All other retail trade ___- 40.1 37.6 


Furthermore, if an analysis by industry is made of the more than 1 million 
female workers over 60 years of age who were employed in 1950, it is evident 
that not all older women look to retail trade for employment. The personal 
services, including private households, accounted for more than one-fourth of 
these women; the professional and related services, for more than one-fifth of 
these women; retail trade for 18 percent; and manufacturing for 13 percent. 
Obviously, therefore, no single industry is the sole employer of older women. 

Percentage 
distribution 


of women over 
60 years of age 


PTE PI I is cit ec rnienin ee emee eae eine 100 
Perieere. Tarestey Ge Tamer 2 es a he en ne 6 
Neen enn nsec ee nnn ee nee en ie Lacan (*) 
i aaa beable emanate sins tient sionals 1 
I a a atlas Seine pani clase eae 13 
Transportation, communication, and other public utilities__._._._.__.__.--- 2 
I a i me eaneiaamea aeons 1 
ke sie eieek eee mnie seen ertelinieeanaeehaaseemaais 18 
Punsibe, SRSESEROs ONG TOR) GUAR)... ....~ 2 epee tants a 
ny apes rs Oe Lc tn a in ell teeeeaeediceceernbmenemeens 1 
ses esl tgeeemnaielaipinmenihcaialan xedaanieinepicelie thaiie li dias 27 

BN at isaac ni tlh ac cv SRI, UI lpi 19 
i a sr seas ema oenremmnnedbeioorearayenpenapiarmiemnenas tl 4 
Nr esse pave asiaaapesehelienbewenanaed 2 
ee eee een NNO oS Oo che te a eee 2 
PE REREIOEDE WEEE POCRNEBON DOT VICOS nn 8 terse eee eeencnentererss 1 
SII RII RE i serdar anaes mei aielibenemenss 21 
ne I ed  - seidicaisduiosen Gn einen ote neniadee lene Gro tan 3 
I ck alee dae Gomera eeainmeeahteamerenineniis 3 


‘ Less than one-half of 1 percent. 


STATE MINIMUM WAGE LAWS 


Basic data on State minimum wage laws are summarized in table 4. Retail 
trade activities are covered under minimum wage laws and orders in 22 States 
and the District of Columbia. In 14 of these States, minimum wage protection 
is given only to women, or women and minors. 

The hourly minimum rates in table 4 are grouped according to the highest 
minimum in the State although lower rates may apply to some employees, depend- 
ing on location within the State or on length of workweek. Seven States and the 
District of Columbia have minimums as high as 75 cents or more an hour. (Min- 
nesota is included even though enforcement of its law has been enjoined pending 
court review.) Table 4 also shows some minimums of 55 cents or less, 2 States 
below 30 cents. These latter 2, Arkansas and South Dakota, have not increased 
their rates for years despite sharp increases in wages and cost of living: Arkansas 
not since 1915 and South Dakota not since 1943. (All the other rates in table 
4 have been established since 1947, most since 1951.) 
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TABLE 4+.—State minimum wage laws and orders applying to retail trade, | 
State, April 1955 ° 
| : 
| Employees subject to raté 
} tr ‘S- 
States with minimum hourly oe ¥ oo 
as puri) ent ruts Mm ber 
yates of rate (cents) ? | established iil Nu — 
iy jt i enipr ven 
75 cents or more: | 
California__......... 4 75 1952 Women and minors a0) 
Gonnecticut...........- 75 1951 All persons 92 
District of Columbia , 475-83 1953 Women and minors 22 
Idaho- een ade 75 1955 All persons 21 
SHORE So cca clinnwsien 75 1955 All persons * except salesmen iT 
Massachusetts - - ay 7 68-83 1954 All persons 208 
Minnesota ®__.__- sas 60-65-70-75 1953 Women and minors 54 
Nevaas.......... wie toon 8714 1955 Females, 18 years and over 3 
New York... -....- ian tial 65-70-75 1953 All persons 591 
Rhode Island _--......-.- * 64-78 1952 do 
Wyoming idea aeadinan 75 1955 All persons 18 years and over 9 
Total a ete ‘5 1, 241 
60 to 70 cents: 
New Hampshire--.--____. 60 1953 All persons z7 
New Jersey......-..-.. soil 55-60 1v4y Women and minors 7 
Oregon ‘ 70 1952 _.do 2t; 
ee ee oS : 56-64-67-70 1955 do 13 
I ni cercccss sete 65 1949 do 3s 
ee ee awmensebucein haebiiaine 174 
45 to 55 cents: 
Arizona oo ; 55 1954 Females 15 
Colorado... _-- al 45-55 1951 Women and minors 27 
Kentucky 40-45-50 1947 do $6 
North Dakota alata 43-48 1951 Females 7 
Wisconsin--__- | 38-40-45 1947 Women and minors 67 
Total Shs) She ee SE Be ; 152 
Less than 30 cents: 
pS EES cad 16 1915 Females 16 
South Dakota____- ocaiaaienel 22-28 1943 ..do ; 8 
Ds cit ialctinomiiv Sea einai asdh daa taints tnsbact ssschahohainhin 24 
Total employees subject to |.........__- 1, 591 


State minimums. 


1 Number of employees as of September 1953. 

2 Several rates given for a State are variations according to location, unless otherwise noted. Rates are for 
experienced workers. Not ali the hourly rates given in table are actually found in State laws and orders 
some are computed from weekly or daily rates specified in State laws and orders. 

3 Some States define a minor as any person under 21, other as any person under 18 

4 $30 for workweek of 36-40 hours. 

5 Pending court interpretation of new law, 75-cent rate is applied to retain trade. A 50-cent rate specified 
for ‘‘services,’’ as defined. 

6 Employed by employers of 4 or more. 

7 $30 for workweek of 36-44 hours. 

§. Enforcement enjoined pending court review. 

* $28 for workweek of 36-44 hours. 

1 Wage fixed in 1915 law was $1.25 for a 9-hour day. A 1943 amendment made the rate applicable to an 
8-hour day. 


Source: U. S. Department of Labor: Wage and Hour and Public Contracts Divisions and Women’ 
Bureau. 


According to table 4, 1,591,000 retail-trade employees are subject to State 
minimum wage laws and orders. Of these, only 1,241,000 receive wage protec- 
tion at as high as 75 cents an hour. An additional 174,000 are employed in the 
5 States with rates between 60 and 70 cents an hour. All told some 1,415,000 
workers, one-fourth of industry employment, at present enjoy a reasonable 
amount of State minimum-wage protection. None of these 1,415,000 workers are 
located in the South, where retailing wages are comparatively low 
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WAGE STRUCTURE IN RETAIL TRADE 


Survey data on distributions of workers by earnings in retail trade are not 
available. Following is a summary of the available data pertaining to level of 
average earnings, trends in earnings, comparison of earnings levels with those 
of other industries, and variations in earnings by kind of retail business. 


LEVEL OF EARNINGS IN RETAIL TRADE 


Earnings are rather low in retail trade compared to other industries. For the 
year 1953, as an example, average hourly gross earnings in retail trade (except 
eating and drinking places) reported by the Bureau of Labor Statistics averaged 
$1.32, compared to $1.76 in wholesale trade, $1.77 in manufacturing, $1.68 to 
$1.94 in transportation and public utilities, $1.70 to $2.42 in mining, and $2.42 
in construction.’ But retail earnings in that year averaged considerably higher 
than those in such service trades as year-round hotels ($0.91 without per- 
quisites), laundries ($0.98), and cleaning and dyeing plants ($1.14) and 
slightly higher than those in some types of nondurable goods manufacture: 
tobacco ($1.24), apparel ($1.33), textile-mill products ($1.37), and leather and 
leather products ($1.37). 


TABLE 5.—Average hourly gross earnings of production workers or nonsuper- 
visory employees, by industry, United States, 1947-53 * 


Average hourly gross earnings (cents) 
Industry — ee ee = 
1947 | 1948 | 1949 1959 | 1951 | 1952 | 1953 





Manufacturing, total = Praia h coes: -| 124 135 140 146 159 | 167 | 177 
Durable goods manufacture __.---.----- es -| 129 141 147 154 167 | 176) 187 
Nondurable goods manufacture - - -- -- -- 117 128 132 138 148 | 154) 161 

Tobacco manufactures... ......-.---.------ -| 91 9 | 100; 108| 113] 117) 124 
Textile-mill products____- .-| 104 116 119 124 133 136; 137 
Apparel and other finished textile products mad 112 118 117 120 129 130; 133 
Leather and leather products_----------- ae 105 | 112; 114} 118) 127| 1382) 137 

Mining: | 
Metal_-__- ; 5 eae sntetalic es aa 131 143 150 155 171 | 186; 204 
Anthracite _ .____- , canbe os _-----| 166 | 181] 188 | 197 | 220) 226] 248 
Bituminous ue d 164 190 194 | 201 | 221 229 | 248 
Crude petroleum and natural gas__--- ; 147 167 178 182 | 195 | 209 221 
Nonmetallic, and quarrying---- ; 112; 124; 130/] 136] 149| 158 170 

Contract construction. ____- sae aan 165 179 187 198 | 215 | 227; 243 

Transportation and public utilities: 

Class I railroads ___- vedas 117 131 142 155 173 183 188 
Local railways and bus lines_____-- 122 | 134] 144/| 149] 156| 165] 171 
Telephone t ' hie | 120; 125 | 134) 140} 149| 159) 168 
Gas and electric utilities_. : ist “ ee 135 | 145 | 154) 160) 171 | 181) 194 

Wholesale and retail trade: 
Wholesale trade____- 127 | 136 141 | 148! 158 167 | 177 
Retail trade (except e* ating and. drinking places) -- 101 109 | 114] 118 | 126) 132 140 

Services: | } } | 
Serene, Pen Cee Fons. cise sewsnsenn ==). 71 744) 77| 82) 87 91 
Laundries. sail esmeite tera ol 7 1. SB 4, M1 201 ae ee, 

| 


7 | 
Cleaning and dyeing ‘plants_ i adh eadaeckatce = ; 91 96 99 | 101 | 106; 110} 114 


j 


! Average hourly gross earnings include overtime pay, and are not the same as straight-time hourly wage 
rates. 
2 Money payments only; additional value of board, room, uniforms, and tips, not included. 


Source: U. S. Bureau of Labor Statistics. 
Trends in average hourly earnings in retailing compared with other industries 


Over the 7-year period 1947-53, average gross earnings in retailing increased 
almost two-fifths (38 percent), but lost ground to the 48 percent advance in 
average earnings for all manufacturing, the 47 percent advance in construction 
earnings, the approximately 50 percent advance in mining earnings, and the 
40-61 percent earnings increases in transportation and public utilities. But 
over the period retail earnings gained percentagewise about as much as those 





1 Almost one-fifth of paid retail employment in 1948 was in eating and Saahine. places, 
so the exclusion from the retail trade average of earnings in such establishments should be 
noted. These earnings are excluded because of the serious problems of comparability with 
wages in other retail lines created by the prevalence in eating and drinking places of such 
income additions as tips and perquisites. 
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in hotels (40 percent) and wholesale trade (39 percent), as much as those in 
nondurable goods manufacture, and more than those in laundries (27 percent) 
and cleaning and dyeing plants (25 percent). 


Real earnings in retailing 

During the 1947-53 time span, the 38 percent advance in retail average earn- 
ings exceeded the 20 percent increase in the cost of living as measured by the 
Consumer Price Index. Between 1950 and 1953, a period of inflationary pres 
sures caused chiefly by military events in Korea, average hourly earnings in 
retail trade rose 18 percent (from $1.18 to $1.39) while the consumer price 
index rose 11 percent. It thus appears, on the basis of broad averages at least, 
that real earnings of retail workers have been increasing since 1947. 


EARNINGS LEVELS BY KIND OF BUSINESS 


Figures which are averages for retail trade as a whole conceal variations 
among the many kinds of business which make up the industry. Of the major 
retail lines shown in table 6, general merchandise stores paid the lowest earnings 
$1.11 in 1953) and automotive dealers paid the highest ($1.65 in 1953). In 
apparel the average hourly earnings were also relatively low ($1.27 in 1953) 
Other high wage retail lines are lumber and furniture stores. 


TABLE 6.—Gross average hourly carnings of production workers or nonsuper 
{ ! { j 


visory employees, by kind of retail business, United States, 1947-53 


Average hour! rross earnings (cents 
Kind of retail busines: 

1947 1948 | 1949 1950 | 1951 | 1952 | 1953 
All retail trade (except eating and drinking places 01 109 1i4 118 126 132 140 
General merchandise stores SF 9} 4 aN 104 107 1 
Department stores and mail-order houses W3 Ww 104 109 117 121 125 
Food and liquor stores 107 117 124 128 13 142 151 
Automotive and accessories dealers_- 1i4 124 120 138 146 155 165 
Apparel and accessories stores 103 108 11] 112 117 122 127 
Furniture and appliance stores 114 120 123 129 138 143 148 
Lumber and hardware-supply stores 104 114 119 125 135 i4] 1) 


Source: U.S Department of Labor, Bureau of Labor Statistics. 


STATUS OF SEAMEN UNDER THE FAIR LABOR STANDARDS ACT 


Section 13 (a) (14) of the Fair Labor Standards Act exempts seamen from 
both the wage and hour provisions. The exemption extends to all em- 
ployees of the shipping companies who are engaged as seamen in the perform- 
ance of service which is rendered primarily as an aid in the operation of the 
vessels as a means of transportation. Thus the exemption extends to officers 
and members of the crew of a ship, such as sailors, engineers, firemen, water 
tenders, oilers, pumpmen, wipers, stewards, cooks, and messmen. As of Septem- 
ber 1953, 117,000 employees were exempt under this provision. The exemption 
has been the subject of litigation as to borderline employees, such as workmen on 
dredges and barges, to determine whether they were “seamen” within the 
meaning of the exemption. 


EMPLOYMENT IN THE INDUSTRY 


Merchant-marine employment necessarily fluctuates with the fluctuations in 
the amount of shipping. Merchant-marine employment (employment on vessels 
of 1,000 gross tons and over) engaged in the deep-sea trades (foreign, coastwise, 
and intercoastal) was approximately 55,000 pricr to Pearl Harbor. At the 
peak of World War II, in 1945, average monthly employment on American-flag 
merchant vessels rose to almost 160,000. In the postwar period employment 
declined steadily to a level of about 75,000 in June 1950. As a result of the 
Korean war, employment increased to about 100,000 seamen in July 1951 (Bureau 
of Labor Statistics, Monthly Labor Review, November 1951, p. 565). The 
United States Maritime Administration estimates that employment in the 
American merchant marine had dropped again to 66,350 on December 31, 1953. 
(Department of Commerce, Federal Maritime Board, Merchant Marine Data 
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Sheet, Jan. 1, 1954). In addition, the Administration estimates that there 
were approximately 50,000 seamen employed on iniand waterways. Thus there 
were a total of approximately 116,000 seamen employed on American ships of 
all types as of December 31, 1953. 

A Bureau of Labor Statistics study gives a breakdown of the composition of 
the merchant marine work force by occupation in deep-sea trade as of July 1951: 


TABLE 1.—The composition of the merchant marine work force by occupation 
: of July 1951 4 

Number 

of workers 








AT) GORI cities torn sll cia teenie aes etait 100, 000 

Bet tC iis gic cic een oes nae n mene seen 37, 000 
ia 2 5 re eek ee ES hi ih ee la alli adage ee ia 1, 900 
ee i dd siete aiennten hin edbienigheatbben than abpbbeubmeidibd i, 200 
BRR UU a Se in te ete 2, 250 
POITIID iil withdide tin Ski iis 2 a Sethe. ‘i 2, 100 
ee pmet S i eas ed a i il eed ati 13, 000 
Cis enmiber... nck ei i ik ee ston ene 4, 000 
CR I a ristniseeiriceerr ne skineiee ene nensainem ane em enemegentee— 6, 550 

pete Wiebarteea Le ol a el rete s.2. 85,000 
isa sind ao RS nmin 1, 900 
i as scenic Nd INR ane oR trsine 8, 000 
I einssposermeuititendaieipmemntin eimaieepassiniieieant es 700 
a ss asada ones talaga epeinen maa aneis 1, 800 
a secunisin tn-enietmicshilajiioomonuirbn ay wiilelgie bien taiaboonaiepii iain 2, 200 
I cesses esata a le eee 1, 200 
ec as casas aenacereanaeeumaen saeaeaenitenen 6, 100 
ce Fe eS cevinsecnenesnnen einen elaaeaane 6, 500 
NR rt ee ne. emanate peneae pe 1, 050 
Ii cli ac Baap tgp eis pecan econ seleoeame pean elapearetaiiei 5, 550 

ARIUS, sees cermoonininincneinaeneeeliaeamsaniaaenen = Te 
ada astcheatdslansageiees engadget aveieninn ieee ae et 3, 350 
ia et 4, 600 
SI a ceencshilaicuninslndeaisigipesaeaigmennsmaenracen 1, 800 
Ria \mtite Ob0 isk edits wtrmin nite SO eee ties Ore 18, 250 


Source: Bureau of Labor Statistics, Monthly Labor Review, Nov. 1951, p. 565. 


The above tabulation shows approximately 75,000 unlicensed seamen. The 
Maritime Administration estimates that as of December 31, 1953, 87,263 unli- 
censed seamen were actually employed in the United States, of whom 49,763 were 
employed on board vessels engaged in the deep-sea trades. 

Each ship is organized into departments. The deck department navigates the 
ship and maintains hull and deck equipment ; the engine department operates and 
maintains the machinery that propels the ship; and the steward’s department 
performs the household duties involved in making a home for the crew and pas- 
sengers while they are at sea. 

Horizontally there is a clear-cut line of cleavage between the licensed and the 
unlicensed personnel. A licensed officer must hold a license issued by the Coast 
Guard. The licensed officers consist of the master and first to fourth mates: the 
chief engineer and first to fourth assistant engineers, and the radiomen. Pursers 
and ship surgeons are classified as “staff officers.” All staff officers must be reg- 
istered by the Coast Guard and carry with them certificates of reg'stry. 

The chief steward is not rated as an officer, but rather as a semiofficer on the 
highest rung of the petty officer group. Other petty officers are boastwain, quar- 
termaster, master-at-arms (chief of the fire and police department that guards 
passenger ships while under way), carpenter, joiner, and storekeeper. Chief 
cooks and generally assistant cooks are also considered petty officers. 

The unlicensed seamen include able-bodied seamen, ordinary seamen, firemen, 
oilers, wipers, watertenders, electricians, trimmers or stokers (if on a coal 
burner), unlicensed junior engineers, messmen, and utility men. 
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UNION ORGANIZATION 


Unlicensed seamen working on deep-sea craft operating in the east coast and 
guif areas are organized by the National Maritime Union (CIO) and the Sea 
farers’ International Union (A. F. of L.). Both are based on the principle of 
industrial unionism, and include deck, engine, and steward department personne! 
On the Pacific coast the engine and deck departments are represented by the 
Marine Firemen, Oilers, Water Tenders, and Wipers and the Sailors Union of 
the Pacific, respectively... The stewards’ department was formerly represented 
by the Marine Cooks and Stewards. Since the expulsion of that union from the 
CLO, it has declined substantially in membership. 

On inland waterways there are a number of unions. Both the National Mari 
time Union and the Seafarers International Union have organized some of the 
unlicensed seamen on the Great Lakes. <A third organization on the Great Lakes 
is the Lake Sailors’ Union, independent. On the Pacific coast seamen on tugboats 
barges, and other river and harbor craft belong to the Inland Boatman’s Union 
which has affiliated with the Seafarers International Union. In harbors of 1 
Atlantic and gulf coasts, as well as on the Mississippi and Ohio Rivers, the Na 
tional Maritime Union and the International Longshoremen’s Association have 
organized employees of tugboat, barge, and similar companies. Recently, the 
United Steel Workers has started organization of seamen on the Great Lukes 

Seamen employed in the deep-sea and foreign-trade ships are virtually com 
pletely organized, according to the Bureau of Labor Statistics 

The Bureau gives the union membership in their deep-sea jurisdictions of all 
the seamen’s unions, including those engaged in organizing licensed personnel, at 
101,300, of which 77,800 are members of unions engaged in organizing unlicensed 


, 
} 
‘ 


personnel. There are listed as follows in the Monthly Labor Review, September 
1950, page 333. 

S Number 

Union of members 

National Maritime Union 10, OOO 

S. I. U.-Atlantic & Gulf Coast 15, 000 

Sailors Union of the Pacific 10, 000 

Marine Firemen’s Union 6, 300 

Marine Cooks and Stewards 6, 500 


Seamen on inland waterways, despite the activities of the several unions, are 
only partly organized. At the 1951 national convention of the National Maritime 
Union, the president reported that “outside of several very small companies, 
Pittsburgh, that is, the ‘pool area,’ is solidly organized.” The NMU claimed to 
have organized 14 companies and to have 1,300 members on the Great Lakes; 
18 companies and 1,480 members on the rivers, and 11 companies and 255 mem 
bers on harbors (proceedings, 1951, pp. 48 and 57). A recent University of 


‘ Minnesota industrial relations center study showed that NMU contracts were 
held with the largér carriers on the Mississippi and the Ohio Rivers. The study 
quotes the NMU as follows: 


“A large section of the rivers is still unorganized and these unorganized 
companies are a threat to our wages, hours, and conditions of job security” 
(Labor-Management Relations on the Mississippi Waterway System, by John G. 

Turnbull, 1952, pp. 80 and 36). 
At the 1953 convention of the Seafarers International Union, the Great Lakes 
district reported “a continuous struggle to maintain its existence.” The district 
reported contracts with 23 Great Lakes companies (pp. 85-86). The Inland 
boatmen’s Union of the Pacific merely reported “a productive 2-year period.” It 
gave no company or personnel membership. It reported that “we have no com- 


mon employer for collective-bargaining purposes, all contracts are negotiated on 
: a loeal basis” (p. 192). 

; The Bureau of Labor Statistics reports that it has no figures on organization 
: of seamen on inland waterways. 


WAGES OF SEAMEN 


> 

; Wages of organized seamen are set by union contracts. Seamen employed in 
: deep-sea shipping are virtually completely organized. Union agreements are nego- 
. tiated with large groups of employers, and the provisions of agreements made 


by the several unions tend to be similar. Seamen on inland waterways, how- 





- 


1 Both affiliated with the SIU (A. F. of L.). 
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ever, despite the activities of several unions, are only partly organized. The 
so-called Pittsburgh pool area, comprised of vessels carrying coal and iron on 
the Ohio River, is, except for a few small companies, solidly organized. The 
National Maritime Union has contracts with some of the larger carriers on the 
Mississippi-and Ohio rivers. But on the whole, organization on inland waters 
is spotty. Contracts are negotiated on a local basis with individual employers, 
and their provisions vary widely. Wages and working conditions on large sec- 
tions of the rivers, still unorganized, constitute a constant threat to those of 
organized workers. 
WAGES IN DEEP-SEA SHIPPING 


Computation, based on monthly salaries and basic hours of work specified 
in the contracts, showed that the lowest hourly rates provided in 7 union agree- 
ments in effect as of January 1, 1954, covering vessels engaged in deep-sea trade, 
were all in excess of $1.20 an hour. These rates were as follows: 


TABLE 2.—Lowest hourly rate for seamen in deep-sea shipping provided in union 
agreements 


Agreement betwecn— — Rating 

National Maritime Union and companies and agents (Atlantic |f $1.39 | Messmen and utilitymen. 

and gulf coasts). l 1.21 | Bellmen on passenger ships. 
National Maritime Union and about 40 tanker companies__--- 1.39 | Messmen and utilitymen. 
National Maritime Union and Collier’s Owner’s Association 1.39 | Do. 
National Maritime Union and various shipping companies of 1. 39 | Do. 

Atlantic and gulf districts. | 
Seafarers’ International Union and various tanker operating 1.39 Do. 

companies of Atlantic and gulf districts. 
Sailors’ Union of the Pacific and Pacific Maritime Association. 1.39 | Ordinary seamen. 
Pacific Coast Marine Firemen, Oilers, Watertenders and 1.66 | Wipers. 


Wipers Association and Pacific Maritime Association. 


WAGES OF ORGANIZED SEAMEN ON THE GREAT LAKES 


An examination of 4 union agreements, in effect as of January 1, 1954, cover- 
ing vessels operating on the Great Lakes, showed that the lowest hourly rate 
provided in 2 agreements with the NMU, was $1.43. In one of these agreements 
this rate applied to porters only. The other provided this hourly rate to porters, 
utilitymen, wipers, coal passers, and deckhands. The lowest hourly rate in a 
third agreement also with the NMU was $1.50, for porters, utilitymen, wipers, 
and deckhands. The fourth agreement (between the Chicago, Duluth & Georgia 
Bay Transfer Co. and the SIU) paid bellmen in the steward departinent $0.59 an 
hour. However, bellmen usually receive tips. Also, under this agreement, each 
seaman who remained in the company’s employ during the entire navigation 
season was entitled to a bonus equal to 10 percent of his earnings. The deck 
and engine personnel of this company’s vessels were covered by another agree- 
ment which provided a basic hourly wage rate of $1.44. 


WAGES OF ORGANIZED SEAMEN ON RIVERS AND CANALS 


Twelve union agreements covering vessels operating on rivers and canals were 
examined. Seven of these were between the National Maritime Union and com- 
panies operating river boatts in the Pittsburgh pool area. All contained the 
same provisions, and the lowest hourly rates provided was $1.285. The wage 
rates specified in each of these contracts were as follows: 


TABLE 3.—Union wages in the Pittsburgh pool area 


| } j 
it Daily rate Hourly _ Daily rate | Hourly 
Rating |(12-hour day) rate Rating \(12-hour day)} rate 
ane et A asides aA de meee BIR cleat 2 \| ss ec Pat rail TT awe. oS): Bae 
Watchmen... .....-..- $22. 57 $1.61 || Firemen_._-__-- + $20. 62 | $1. 475 
RE RS 22. 51 1.61 Deeckhand.- . 20. 62 1.475 
Stricker, engineer... - 20. 62 1.475 || Chambermaid__. 18. 00 | 1. 285 


Four other NMU contracts covering river boats provided the following 
hourly rates, the lowest of which is 78 cents for inexperienced messmen, 
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TABLE 4.—Union hourly rates on river boats operated by four companics 


American and Mississip} Mat 1 Ser 
Barge Lines Union oO ry 
Rating Parge Rare 
Inexper Experi Seniori — note Inex per } 
enced enced ty enced ene 
Messmen A $0. 78 $0.9 a). OS er) ¢ 
Laundress St Us 1. a) Se a) Sy 
Chef cook 93 1. 00 1.03 ) 02 
Oiler st Luo Lo 4 ~ ~ 
Fireman Rt 1.00 i. 08 3 as 
Striker-engineer 92 1.07 1.09 a3 3 
Deckhand 4 OR 1.00 3 4 ® 4 
Maid ss sr 
2d cook xs 


| After 60 days employment. 


Another union contract, between the SIU and the Columbia Basin River Oper 
ators, provided for two different basic workweeks, one for single crew boats and 
another for double crew boats. As a result, when the monthly wages were divid 
ed by the number of hours worked, different hourly rates were obtained for 
single and for double crews. However, the lowest hourly rates provided for both 
single and double crews were in excess of $1.50 an hour. 

Of 6 union agreements covering local water transportation, only 2 provided 
wage rates below $1 an hour. An agreement between the Atlas Towing Co. and 
the NMU provided a rate of $0.968 per hour for stern deckhands and oilers 
An agreement between the Southland Towing Co. and the NMU provided for 
rates of $0.916 per hour for oilers, SO.875 for deckhands, and $0.75 for maids. 


‘ 


WAGES OF UNORGANIZED SEAMEN 


There are no recent figures available on the wage rates of unorganized seamen 
A study made by the Bureau of Labor Statistics in 1946 of wage rates on river 
boats on the Mississippi showed that the earnings of deckhands, who constituted 
nearly one-third of the labor force in the industry, ranged from under $70 to 
$300 a month, and averaged $151 per month. The earnings of mess boys ranged 
from $80 to $140 and averaged $107 per month. These wages were exclusive of 
premium pay for overtime and nightwork and were for a scheduled workweek 
which averaged somewhat above 60 hours. In union establishments the aver- 
age monthly earnings of deckhands was $168.85 and the average monthly earn- 
ings of mess boys $120.16. In nonunion establishments deckhands earned an 
average of $138.1], mess boys $95.82 per month. The study showed that in 15 
of the 17 occupations studied wage rates were higher in union establishments 
than in nonunion establishments. In only two occupations, pilots and oilers, were 
the average monthly earnings higher for nonunion establishments, and the differ- 
entials were some $6 and $14 respectively. On the other hand, average monthly 
earnings for certain unlicensed personnel in union establishments ran as much 
as $30 to $50 higher than in nonunion establishments. 


METHODS OF PAYMENT 


On deep-sea voyages and in coastwise trade the basis of payment is the month. 
There is, however, on regular payday. The seaman may allot a certain propor- 
tion of his basic wage, up to 90 percent during the course of the voyage, to his 
wife, children, or parents. The allotment is specifically authorized by the 
seaman and is customarily mailed by the employer in the form of a monthly 
check to the person designated by the employee. The seaman, at the time of 
arrival in any port, may also draw up to one-half of the wages then due to him, 
after subtracting allotments and other charges. The final payoff is made at 
the end of the voyage and represents the balance due him. 

Seamen on inland waterways are paid variously, by the hour, day, week or 
month. Paydays are every 15 days on inland waterways. MHarbor craft em 
ployees are usually paid by the hour and receive their pay weekly. 
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LEGAL REGULATIONS 


The La Follette Seamens Act of 1915, as amended (46 U. S. C. 673), requires 
that on all merchant vessels of the United States of more than 100 gross tons, 
operating in deep-sea and Great Lakes shipping, the licensed officers and sailors, 
coal passers, firemen, oilers, and water-tenders shall, while at sea, be divided 
into at least 3 watches. It provides that no licensed officer or seaman in the deck 
or engine department be required to work more than 8 hours in 1 day, except 
when the crew are needed for maneuvering, shifting berth, mooring, or un- 
mooring the vessel, or the performance of work necessary for the safety of 
the vessel, her passengers, crew, and cargo, or for the saving of life aboard 
other vessels in jeopardy, or when required to participate in the performance of 
fire, lifeboat, or other drills. 

The act also states that no licensed officer or seaman in the deck or engine 
department of any tug documented under the laws of the United States (except 
boats or vessels used exclusively for fishing purposes) navigating the Great 
Lakes, harbors of the Great Lakes, and connecting and tributary waters between 
Gary, Ind.; Duluth, Minn.; Niagara Falls, N. Y.; and Ogdensburg, N. Y., shall 
be required or permitted to work more than 8 hours in 1 day except in case of 
extraordinary emergency affecting the safety of the vessel and/or life or property. 
However, on ail tugs and barges subject to this law when engaged on a voyage 
of less than 600 miles, the licensed officers and members of crews other than coal 
passers, firemen, oilers, and water tenders may, while at sea, be divided into 
not less than 2 watches. 

With the exception of American tugs operating in the connecting tributary 
waters of the Great Lakes, as specified above, there is no legal limit on the hours 
of work of any seaman on any vessel operating solely on rivers, harbors, bays, 
sounds, bayous, canals, and lakes other than the Great Lakes. 

There are no legal limitations on the hours of work of seamen in the stewards 
department. 


HOURS OF WORK IN DEEP-SEA TRADE 


The basic 40-hour week has ben established under union contracts in deep-sea 
and Great Lakes shipping. All work performed at sea or in port on Saturdays, 
Sundays, and holidays is paid for at a premium rate, except for emergency duties 
as specified in the legal reguiations described above. However, due to the nature 
of the shipping industry, this has not resulted in the reduction of the actual hours 
of work of seamen on watch, and these constitute the largest group of seamen. 
Watch-standers in both deck and engine departments continue to work a 56-hour 
week, but they are paid at their premium rate for 16 hours a week. Dayworkers 
work on a scheduled 40-hour week, between 8 a. m. and 5 p. m. Monday through 
Friday. They are paid at their premium rate for all work performed between 
5 p. m. and 8 a. m, and on Saturdays and Sundays. In port all deck and engine 
department workers work a 40-hour week, Monday to Friday, between 8 a. m. 
and 5 p.m., except the skeleton crews kept on watch for the remainder of the 
time. These latter are paid at their premium rate. 

In the stewards department working hours at sea and in ports are usually 8 
hours within a spread of 12 hours, between 6 a. m. and 12 p. m. On passenger 
ships the work day may be 8 hours within a spread of 13 in a given 24-hour period. 
The 24-hour period starts at the time designated in the work schedule of each 
particular steward to begin the 8-hour tour of duty. At sea, the workweek con- 
sists of 7 days: in port it.is variable, depending on the need for the stewards’ 
services, particularly to passengers. 

The premium rates for work in excess of 40 hours a week, in deep sea and 
Great Lakes shipping, are generally specified amounts per hour rather than a 
specified percentage of the regular straight-time hourly rate, as in the Fair Labor 
Standards Act. These premium rates are only between 5 and 10 percent higher 
than the regular hourly rates, except in the contracts of the Pacific Coast Marine 
Firemen, Oilers, Water Tenders and Wipers Union. The latter contracts specify 
a premium rate for wipers which is 14 percent higher than the regular rate, and 
another premium rate for all the other ratings. This latter premium rate is 
more than 40 percent higher than the regular straight-time hourly rate for fire- 
men, but less than 10 percent higher than the regular hourly rate for machinists, 
a much higher paid rating. 











tal 


dl 
< 

Tr 
T 
1e 


. 
d 
is 


Ss, 


AMEND FAIR LABOR STANDARDS ACT OF 1938 IS15 


HOURS OF WORK ON INLAND WATERWAYS 


On inland waterways seamen usually work 12 hours a day, 7 days a week, or 
a total of 84 hours a week. They usually get 1 day off with pay for every 2 days 
worked. 

Seven NMU contracts covering boats operating in the Pittsburgh pool provided 
for four 6-hour watches in 24 hours, or a 12-hour day, 7-day week for each crew 
man, with 8 hours at straight time and 4 hours at time and one-half. Bach crew 
member was scheduled for 20 workdays followed by 10 days off; or 10 workdays 
followed by 5 days off, or 5 workdays followed by 2% days off. This averaged 
approximately 240 working hours within a 30-day period. 

NMU contracts covering a number of barge lines operating on rivers and canals 
also provided a 12-hour day and a 7-day week. The basic workweek was 40 
hours, and seamen were to be paid time and a half for all hours over & in a day, 
Monday to Friday, and all hours worked on Saturdays and Sundays. They were 
also to receive one-half day off for each day worked. 

Several NMU contracts covering tow boats provided for a 12-hour day, 7-day 
week, with hourly rates of pay, and with one-half day off with pay for each day 
worked. One of these contracts, however, provided 2 days off with pay for each 
5 days worked. 

On unorganized boats operating on inland waterways—the 12-hour day, 7-day 
week, with no overtime pay, but with approximately 1 day off with pay for each 
2 days worked is usual. This works out to 122 days off and 244 days worked, 
and averages out to a 56-hour week. There is some variation in time off, with 
some companies granting only 105 days off, and an occasional Company granting 
no days off with pay. On long-haul operations on northern sections of the Mis 
sissippi River a vessel will carry a single crew, and with the season approxi 
mating 8 months, vacations are taken from December through March. On 
southern sections of the river 3 crews are listed for each vessel and 4-month 
combinations of crews 1 and 2, 1 and 3, and 2 and 3 are used, resulting in the 
same &-month to 4-month split. Other variations are also used, such as 2 months 
work, then 1 month’s vacation. 


COUNTING OF TIME WORKED 


The shipping industry has expressed concern regarding the time which might 
be considered compensable working time, if seamen were to be covered by the 
Fair Labor Standards Act. Thus D. C. Potts, speaking on behalf of the Lake 
Carriers Association at a congressional hearing stated : 

“While a ship is navigated, seamen must remain on board. 

“The Supreme Court has held that where workmen are required to remain on 
the premises and are subject to call, whether working or not, they are entitled 
to be compensated in accordance with the terms and provisions of the FLSA. 

“Under maritime law any person on board ship whether he be on watch, or 
not, is subjet to the call of the master in case of emergency affecting the safety 
of the vessel, crew, or passengers. 

“It should be made clear that the act did not consider seamen to be engaged 
in compensable work when they were off duty, even though they were on board 
ship subject to the orders of the master and other officers.” (Hearings before 
Subcommittee No. 4 of the Committee on Education and Labor, House of Repre 
senatives, 80th Cong., 1st sess., on proposed amendments of the FLSA of 1958, 
vol. 3, November 5-15, 1947, pp. 2131-2132. ) 

Joseph O. Earp, secretary of the Northwest Tugboat Association, stated at the 
1948 congressional hearing: 

“In view of certain Supreme Court decisions which have held that an employee 
should be considered to be employed during all of the period during which he is 
at his place of employment it becomes obvious that in case of seamen who live 
aboard the vessel when they are off watch, 2 full days at sea would result in 48 
hours employed time even though the seaman actually attended to his duties and 
Was on watch only for 16 hours of the 48."° (Hearings before a subcommittee 
of the Committee on Labor and Public Welfare, U. S. Senate, 80th Cong., 20 sess., 
on bills to amend the Fair Labor Standards Act, pt. 1, April 19 to 26, 1948, p. 370.) 

A memorandum submitted by the Federation of American Shipping, Inc., at 
the same hearings, expressed the same concern : 

“The rulings of the Administrator of wages and hours have interpreted the 
law so that employees who are subject to call are, even when asleep, performing 
work within the meaning of the law. That is true of every seaman for about 16 
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out of 24 hours while at sea. Even in port, officers on board are always subject 
to call if necessary when emergencies arise. if the law is tu be applied on ship- 
board as it has been administered and applied on shore, clearly, operating costs 
would be prohibitive.” (Same hearing as above, p. 406.) 

Chester C. Thompson, president of the American Waterways Operators, 
Inc., recommended that if seamen be covered by the FLSA, section 6 be amended 
as follows: 

“With respect to any employee employed as a seaman, the provisions of 
paragraph (1) of subsection (a) of this section shall be applicable only to 
the hours during which such employee is standing regular watches or is per- 
forming other work pursuant to the direction of the ship’s master or other 
superior officers.” (Hearings before a subcommittee of the Committee on Labor 
and Public Welfare, U. S. Senate, 8ist Cong., 1st sess., on bills relative to Fed- 
eral Labor Standards Act amendments, April 11—22, 1949, p. 591.) 

A memorandum submitted to a congressional hearing by the CIO Maritime 
Committee (composed of four unions: the National Maritime Union of America, 
the National Marine Engineers Beneficial Association, the Industrial Union of 
Marine and Shipbuilding Workers of America, and the International Fisherman 
and Alied Workers of America) states: 

“* * * the question of what is compensable working time aboard ship has 
long been specifically defined in maritime labor agreements. The entire issue 
raised by the employers can be readily clarified by the insertion of an amend- 
ment in S. 2062 specifically defining what is compensable working time in the 
maritime industry for the purpose of the Fair Labor Standards Act. At the 
present time our collective-bargaining agreement defines compensable time as 
all of the time a seaman is on watch or on duty and all of the time he is 
directed to leave his quarters when off watch or off duty whether to stand 
by to work. We shall be glad to assist the subcommittee in the drafting of suit- 
able language to 8. 2062 precluding the confusion which the shipowners antici- 
pate.” (Hearings before a subcommittee of the Committee on Labor and Public 
Welfare, U. S. Senate, 80th Cong., 2d sess., pt. 2, April 27-May 4, 1948, 
p. 1051.) 

SUBSISTENCE PROVISIONS 
Extent of practice of providing subsistence 

With the exception of certain purely local operations, board and lodging are 
generally provided to seamen aboard ship. In deep-sea shipping the practice is 
universal. It is also almost general on inland waterways. Thus Chester C. 
Thompson, president of the American Waterways Operators, Inc., an association 
of domestic waterways carriers and operators serving the inland rivers, intra- 
coastal canals and waterways, the bays, sounds, and harbors of the United 
States, stated at a congressional hearing: 

“In the towing vessel and barge industry operating on the inland waterways 
and harbors of the United States it has always been the practice to furnish vessel 
employees with board and lodging. This practice is as old as the industry itself 
and goes back to the formation of the Republic.” (Hearings before the Com- 
mittee on Education and Labor, House of Representatives, 8ist Cong., 1st sess., 
on H. R. 2033, vol. 1, p. 775.) 

A study made by the industrial relations center of the University of Minnesota 
found that on the Mississippi Waterway system “provision for subsistence is 
common practice except for such occupations as dredging or ferrying, where the 
employee reports in the morning and goes home at night.” (Labor-Management 
Relations on the Mississippi Waterway System, 1852, p. 17.) 

A study, made by the United States Bureau of Labor Statistics, of earnings on 
river boats on the Mississippi and its tributaries, found, however, that “there was 
a limited number of firms which did not furnish subsistence. These firms either 
charged employees for meals or lodging or docked so as to allow employees to 
secure food and lodging. Still others which operated within a reasonable radius 
of the home port furnished no meals or lodging for employees; these were gen- 
erally known as dinner bucket operations.” (Monthly Earnings on River Boats 
on the Mississippi and Its Tributaries, May—June 1946, mimeographed, p. 2.) 

The chief reasons usually given by the unions and others for not considering 
the cost of subsistence to be a part of the seaman’s compensation are: 

1. Subsistence has always been provided to seamen on board ship, and such 
subsistence has not been considered as part of wages by custom and practice. 
Thus, Professor Hohman states : 
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“Obviously it is imperative to feed and house him while at sea, and convenient 
to do so while in port; and by long and immemorial custom these functions have 
been performed at the shipowner’s expense, over and above all wage rates and 
other cash credits and debits. This practice is so firmly established that its con 
tinuance is seldom called into question, and only at rare intervals is there any 
serious attempt to translate it into terms of dollars and cents per capita.” (Elmo 
Paul Hohman, Seaman Ashore, 1952, p. 244.) 

2. Room and quarters aboard ship are provided for the convenience of the 
employer. The seaman on board ship has no choice but to accept the room and 
board provided by the shipowner. 

3. The married seaman or single seaman with dependents has to maintain 
a home ashore while at sea. Therefore the cost to the employer of subsistence 
on board ship is not synonymous with the saving to the employee. There is no 
saving in the cost of housing ashore, which goes on regardless of whether the 
seaman is at home or not. The family saving in food is small. 

4. The sailor is in effect in the same position as any employee who gets his 
traveling expenses while he is away from home. Such traveling expenses are 
generally not considered wages. (Testimony of Hoyt 8S. Haddock, executive 
secretary CIO Maritime Committee at House hearings on proposed amendments 
to the FLSA, 1947, vol. 2, pp. 1317-1320; and Elmo Paul Hohman, Seamen 
Ashore, 1952, pp. 244-245.) 

The reasons given by ship operators for including the cost of subsistence 
when computing the seamen’s wages are their cost to the company and the 
saving to the seaman. The operators also state that to exclude the reasonable 
cost of subsistence in the case of seamen, when it is included in the case of other 
industries, is discriminatory. (Testimony of National Federation of American 
Shipping, Inc.; American Merchant Marine Institute, Inc., and American Water- 
ways Operators, Inc., hearings before the House of Representatives, 1947, vol. 
3, pp. 2117, 2127, 2128, and 2154; Senate hearings, 1948, pt. 1, p. 377, and House 
hearings, 1949, p. 775.) 


Treatment of subsistence by Government agencies 

The United States Bureau of Internal Revenue does not consider subsistence 
furnished to seamen to be part of the seamen’s wages for income-tax purposes. 
The Bureau bases its opinion on the following rulings: 

“If a person receives as compensation for services rendered a salary and in 
addition thereto living quarters or meals, the value to such person of the 
quarters and meals so furnished constitutes income subject to tax. If however, 
living quarters or meals are furnished to employees for the convenience of the 
employer, the value thereof need not be computed and added to the compensation 
otherwise received by the employees. 

“As a general rule, the test of ‘convenience to the employer’ is satisfied 
living quarters or meals are furnished to an employee who is required to accept 
such quarters and nieals in order to perform properly his duties. For example. 
if an employee is subject to immediate service at any time during the 24 hours 
of the day, and, therefore, cannot obtain quarters or meals elsewhere without 
material interference with his duties and on that account is required by the 
employer to accept quarters or meals furnished by the employer, the value thereof 
need not be included in the gross income of the employee.” (U.S. Burean of 
Internal Revenue, Cumulative Bulletin, 1940-41, January-June 1949, pp. 14 
and 15.) 

The Social Security Act requires that the value of board and lodging be com- 
puted and included with money wages for the purpose of computing the social- 
Security tax. For valuation of perquisites, regulations provide that board and 
lodging furnished in States having laws or regulations relating to the valuation 
thereof are valued at the amount which the administrative bodies of such States 
have declared is a reasonable amount. 


Value of subsistence 


It is generally agreed that the cost of crew quarters to the operator of a ship 
would be most difficult to estimate. Thus, Professor Hohman states: 

“If a serious attempt to apply the principles of cost accounting be mare, so 
many complications of overhead costs and so many imponderables are encount:red 
that the attempt is bound to result in only the roughest of estimates. Conse- 
quently a more realistic approach is found in the attitude which holds that the 
total cost of providing crew space simply cannot be accurately calculated as a 
separable item.” (Elmo Paul Hohman, Seaman Ashore, 1952, p. 245.) 
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However, subsistence is of considerable value, and its value has been esti- 
mated from time to time. Various estimates of the cost of subsistence for sea- 
men on board ship have been made. The most common figure quoted by repre- 
sentatives of the shipping industry at congressional hearings was $75 per month 
per man. The United States Maritime Administration states that in 1953 the 
average cost of food provided seamen on board subsidized vessels per man per 
day was $1.75 on the Atlantic seaboard, $1.60 on the gulf coast, and $2 on the 
Pacific coast. ° 

Joseph O. Earp, secretary of the Northwest Tugboat Association, and also 
representing the Columbia Basin River operators, stated at a congressional hear- 
ing in 1948 that, in their contract with the Inlandboatmen’s Union of the Pacific, 
they used a factor of $30 for the monthly value of subsistence in figuring over- 
time pay. (Senate hearings on bills to amend the Fair Labor Standards Act, pt. I, 
April 19-26, 1948, p. 371.) 

The War Shipping panel of the National War Labor Board ruled on three river- 
boat cases involving the issue of subsistence, among others, during World War 
II. The ruling stated: The panel found that “the controlling factor in making 
allowances for the subsistence provided should be the reasonable value to the 
recipient,” rather than the cost to the employer. The Board considered that the 
chief significance of subsistence as part of wages is what it is worth to the em- 
ployee, or what it saves him, rather than what it costs the employer. The 
Board found $1 per day per man, or $260 per year for full-time work, to be the 
reasonable value of subsistence to the seaman. (Report and recommendations 
of the War Shipping Panel of the National War Labor Board Jn the Matter of 
Mississippi Valley Barge Line Co., Inland Waterways Corporation, American 
Barge Line Co. and the National Maritime Union, CIO, May 30, 1945, cases 
Nos. 111-11550—-D, 111-11551-D, and 111-11552-D, p. 13. 


Regulation by the Maritime Administration 


A motivating factor in the adoption of the exemption of seamen from the 
wage and hour provisions of the Fair Labor Standards Act of 1938 was the 
desire to avoid conflict with other regulating agencies. Under section 301 (a) 
of the Merchant Marine Act of 1936, as amended, the Federal Maritime Board 
of the Maritime Administration (at that time the United States Maritime Com- 
mission) is authorized and directed— 

“* * * to investigate the employment and wage conditions in oceangoing 
shipping and, after making such investigation, and after appropriate hearings, 
to incorporate in the contracts authorized under * * * this act minimum man- 
ning scales and minimum wage scales, and minimum working conditions for 
all officers and crews employed on all types of vessels receiving an operating- 
differential subsidy.” 

This provision of this act thus applies only to those seamen who are employed 
on vessels receiving an operating-differential subsidy. Operating-differential 
subsidies are granted, upon application, to competent American operators of 
American vessels which are to be used in essential services of the country’s 
foreign commerce, where such subsidies are necessary to place these operators 
on a parity with the competing operations of foreign-flag vessels. Vessels re- 
ceiving operating-differential subsidies constitute a minor part of the American 
deep-sea merchant marine. According to the Maritime Administration, there 
were 1,384 vessels in the active oceangoing United States merchant fleet on 
January 1, 1954. Only 269, or approximately 20 percent were operating under 
a differential subsidy. Fifteen shipping companies were receiving operating- 
differential subsidies. 

In accordance with the provisions of the Merchant Marine Act of 1936, the 
Maritime Commission, on October 21, 1937, following hearings and investiga- 
tions, issued General Order No. 15, setting forth rules for the determination of 
working conditions, the modernization and improvement of crew’s quarters, 
minimum-manning scales, and minimum-wage scales, on all subsidized vessels. 

At the time the Commission issued General Order No. 15 there was a more or 
less close correspondence between the rates specified in the Commission’s order 
and those actually paid in the industry. However, as a result of the World War 
II, seaman’s wages increased substantially. But no changes were made in the 
minimum-wage scales provided in the order because during the war the Govern- 
ment took over all ships and no subsidies were paid. In January 1947, subsidies 
were resumed, but no changes have been made in the 1937 minimum wage and 
manning seales in subsidy contracts. 
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At the time of the hearings on the Fair Labor Standards Act of 1988, union rep 
resentatives stated that in the event Congress decided against dual coverage, they 
would prefer seamen to be covered by the Merchant Marine Act because they 
believed that the Maritime Commission would be more familiar with seafaring 
employment. 

According to the testimony of the National Maritime Union's representatives 
at congressional hearings between 1947 and 1{M9, the union had come to believe 
that seamen should be covered by the Fair Labor Standards Act. They gave as 
their reasons the following: 

1. They feel that the Maritime Commission has not adequately administered 
the labor standards of the National Maritime Act, and they do net believe it is 
proper for the Commission to do so because it is an employer of seamen itself. 

2. The provisions of section 301 (a) of the Maritime Act apply only to sub 
sidized vessels, constituting only a small proportion of the vessels engaged in 
deep-sea trade, and because of that, even if they were properly applied, they 
would be inadequate for the industry. The tankers, coastwise, intercoastal, 
Great Lakes, and river vessels, and the many deep-sea vessels which are not 
subsidized, would not be covered by such minimum standards, 


Previous proposals to amend seamen provisions of act 

Since 1945 proposals have been made to extend the benefits of the Fair Labor 
Standards Act to seamen. S, 1349, introduced in the 70th Congress, would have 
omitted the seamen exemption, thus applying both the minimum wage and the 
overtime provisions of the act to all seamen. This bill further provided that the 
wages of seamen required under the act should not include the cost of board 
and lodging supplied by the shipowners. A number of other bills introduced in 
the 80th Congress also proposed to extend the protection of the minimum-wage 
provisions of the act to seamen, and to define their wages as exclusive of the cost 
of board and lodging supplied to them on shipboard. In addition, most of them 
would have extended to seamen the protection of the overtime provisions as 
well. Among these was S. 2062 which defined wages for seamen as exclusive 
of the cost of board and lodging supplied to them on shipboard, and redefined 
“commerce” to cover the homeward vovage of seamen as well as the outward 
voyage. The bill also redefined “employee” to include “any Seaman employed 
on or in connection with an American vessel under a contract of service entered 
into in any State or during the performance of which the vessel touches at a 
port in any State; ‘but not to include’ any seaman employed on or in connection 
with a vessel not an American vessel, if such seaman is employed on and in 
connection with such vessel when outside any State.” 

Two bills introduced in the 81st Congress, H. R. 2083 and S. 653, proposed to 
extend the minimum-wage benefits to seamen. Both would have continued to 
exempt seamen from section 7, the overtime provisions of the act. Both pro- 
vided that the wages of seamen required under the act should not include the 
cost of board and lodging supplied by the shipowners, and redefined “commerce” 
to cover the homeward voyage of seamen as well as the outward voyage. 

When S. 653 was brought up on the Senate floor for debate, however, most 
of the provisions for extending the coverage of the act, including the extension 
of the minimum wage to seamen, had been eliminated in committee, in the 
interest of insuring the passage of the 75-cent minimum in that session of 
Congress. With that purpose in mind, the committee decided to leave most other 
subjects of amendment for future consideration by Congress. 

The bills introduced in the 81st Congress would have continued the overtime 
exemption for seamen because it was found impracticable, in most situations, to 
shorten the workweek of seamen while at sea. Since then nearly all seamen in 
deep-sea and many in Great Lakes shipping have obtained the 40-hour basic 
workweek by union agreement, but they continue to work a 56-hour week. 


Status or SMALL LOGGING OPERATIONS UNDER THE Farr LABor STANDARDS ACT 


Section 13 (a) (15) of the act exempts from the minimum wage and overtime 
provisions of the act “any employee employed in planting or tending trees, cruis- 
ing, surveying, or felling timber, or in preparing or transporting logs or other 
forestry products to the mill, processing plant, railroad, or other transportation 
terminal, if the number of employees employed by his employer in such forestry 
or lumbering operations does not exceed twelve.” 

This exemption primarily affects employees engaged in logging. The number 
of employees engaged in planting, tending, cruising and surveying is relatively 
small; most of those are either employed by large enterprises with more than 
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12 persons so engaged, and therefore, not exempt, or employed by a farmer or 
on a farm in conjunction with farming, and therefore exempt under 
section 13 (a) (6). 

The exemption was added to the act by Congress as a part of the 1949 amend- 
ments. Of a total of about 223,000 logging employees in the United States, the 
exemption applies to 110,000 employees: 46,000 employees of logging camps and 
contractors, 62,000 employees of sawmills which carry on their own logging 
operations, and 2,000 employees of forestry enterprises. 

The lumber industry comprises both a large number of small firms and a 
substantial number of industrial giants. Included among the small firms are 
many marginal enterprises, which enter and leave the industry depending on the 
demand for lumber, price levels, availability of labor, ete. 

The West accounted for about 40 percent of the total amount of lumber pro- 
duced in 1947, and the bulk of this was produced by very large enterprises. The 
South produced a little less than two-fifths of all lumber, and most of the 
Southern production was by small firms.’ All States produced some lumber. 

Although a few giant enterprises of the West produce a large proportion of the 
region’s lumber, the West has about the same proportion of small firms as do the 
South and North. For example, 76 percent of the Southern firms and 80 percent 
of the Northern firms have fewer than 8 employees, but the percentage for the 
West is almost as high, 72 percent.’ 

Measured by average hourly earnings for all employees combined, logging is a 
high-wage industry. In 1953, when the average earnings for all manufacturing 
employees were $1.77, the average for loggings camps and contractors was $2. 
The average for sawmills was $1.63. 

The logging industry does not have unusually long workweeks. Average 
weekly hours for logging camps and contractors in 1953, when nearly half of the 
industry’s employees were exempt from the overtime provisions, were 39.5, 1 
hour less than the average for all manufacturing, 40.5. The average for saw- 
mills was 40.6. 

In the South there are two basic types of organization for lumbering. First 
is the large stationary sawmill which carries on its own logging operations or 
buys from independent loggers. These sawmills have facilities for sawing, fin- 
ishing, and seasoning lumber and ship a finished product to industrial users and 
wholesalers. Then there is the small portable sawmill which produces rough 
green lumber. This lumber is shipped to a concentration yard where the lum- 
ber is finished and seasoned in preparation for market. One concentration yard 
usually handles rough lumber from a number of portable sawmills. Some of the 
sawmills, although nominally independent, are actually controlled by concentra- 
tion yards to arrange for timber rights and finance their operations. 

The small portable mill is especially suited for obtaining lumber from the 
seattered tracts of second- and third-growth timber characteristic of the South. 
These mills purchase timber rights, fell the trees, and saw the logs into rough 
lumber, usually 1-inch boards. 

A typical portable mill might have as few as 8 employees, of which 
be mill workers and 3 loggers. 


5 would 


LEGISLATIVE HISTORY 


The proposal for an exemption for the lumbering industry originated in the 
House in 1949 and was later modifiied in conference with the Senate. The 
House voted an exemption for sawmilll and logging operations, but no similar 
exemption was passed by the Senate; in conference it was agreed to exempt log- 
ging operations only. In contrast to the exemption as finally passed, the first 
proposal in the House during the 1949 session was for a broad exemption. In 
March, Representative Combs proposed in H. R. 4782 to include both forestry and 
logging under the agricultural exemption, section 13 (a) (6), and to add a new 
exemption from both the minimum wage and overtime requirements for saw- 
mills with less than 16 employees. A modified proposal was carried over into 
H. R. 5856 introduced by Representative Lesinski in April, and also in H. R. 
5894 introduced by Representative Lucas a few days later. In both these bills a 





1Census of Manufactures, 1947. 
2 Bureau of Old-Age and Survivors Insurance, 1951. 
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specific exemption was provided for forestry, logging and sawmilling operations 
with the employee limitation reduced to 12. As passed by the House, section 
13 (a) (15) of H. R. 5856 exempted “any employee employed in planting o1 
tending trees, cruising, surveying or felling timber, or in preparing, processing, 
transporting, or sawing logs or other forestry products in and about a sawmill 
if the number of employees employed by the employer in forestry or lumbering 
operations does not exceed twelve.” 

The conference committee limited the exemption to forestry and logging oper 
ations, and retained the 12-employee limitation but applied it to the employees 
engaged in logging and forestry operations only. Thus, this change elim nated 
the exemption for sawmill operations, even those in 2- or 3-man mills, but 
expanded the exemption for logging operations of integrated mills. 

One basis for requesting an exemption for southern logging has been irregular 
hours due to weather conditions. Industry representatives have claimed upon 
several occasions that because logging operations are frequently interrupted by 
heavy rains and impassable roads, and they must work longer hours when the 
weather is favorable, logging should be exempted from the overtime provisions 
of the act. 

In 1939 the House Committee on Labor and Education added by committee 
amendment to H. R. 6406 an overtime exemption up to 60 hours per week for 
logging : 

“No employer shall be deemed to have violated subsection (a) by employing 
any employee for a workweek in excess of that specified in such subsection 
without paying the compensation for overtime employment prescribed therein 
if such employee is so employed in connection with the felling of trees, logging, 
or operations incidental to the felling of trees or logging performed prior to, 
and including, delivery of the logs to a mill for sawing or making pulp, and if 
such employee receives compensation for employment in excess of 60 hours in 
any workweek at a rate not less than one and one-half times the regular rate at 
which he is employed.” * 

WAGE DATA 


Low wages in logging are most common in the South. For purposes of analy 
sis, a distinction can be drawn between logging employees of integrated estab 
lishments (logging and sawmilling) and those employed by independent logging 
establishments. Roughly two-thirds of the logging in the South is carried on 
by integrated sawmills, one-fourth by independent logging camps and contrac- 
tors, and the remaining one-tenth by farmers and other landowners.* The inte- 
grated category includes the small portable sawmills which move into timbered 
areas, cut the logs, and saw them into rough lumber. 

The Bureau of Labor Statistics has obtained extensive data on earnings of 
workers in integrated southern sawmills. The surveys show that despite the 
increase in the minimum wage and the availability of the exemption, the mini- 
nium-wage exemption has been used by few of the integrated sawmills. 

Prior to the effective date of the 75-cent minimum wage, October to December 
1949, two-thirds of the logging employees of integrated mills in the South were 
paid less than 75 cents an hour. By March 1950, most of these workers were 
paid 75 cents or more. Firms with more than 12 logging employees paid 64 
percent of their employees under 75 cents in 1949; by March 1950, only 9 percent 
were paid less than 75 cents. Firms with 12 or fewer logging workers, who 
were not required to pay 75 cents, had only 12 percent of their employees under 
the 75-cent figure in March 1950. 

Since 1950, the exempt logging employees experienced a rise in their wages 
quite similar to that of nonexempt loggers and also sawmill workers. By April 
1953, only a very small fraction of these workers received less than 75 cents per 
hour and average wages compared favorably with the other groups (table 1). 





*U. S. Congress, House. Report to accompany H. R. 6406, No. 1376, 76th Cong.. Ist sess . 
July 27, 1939, p. 2. 

In 1949 Senator McClellan proposed an amendment to S. 653 which would give 
a partial seasonal overtime exemption for logging (up to 56 hours per week for 
14 weeks). 

*U. S. Department of Agriculture (in conjunction with the National Production Au 


thority), Equipment Supplies, and Manpower Used by Primary Forest Products Industries 
1950, December 1951. 
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TABLE 1.—Southern pine lumbering—Percent distribution of production workers 
in southern sawmills by average straight-time hourly earnings April 1953" 


Percentage 


Average hourly earnings (in cents 





let Sawmill | Logging 
All workers workers workers 

Total fe? 100 100 100 
Under 75__. 1.1 1.0 1.6 
75 and under 80 45.0 47.1 ! 40.8 
80 and under 85 ; os 15.2 14.8 17.3 
85 and under 90_............-.-.. dines 12.1 11.8 13.3 
90 and under 95 _.........-.-.. tliat iach 6.9 6.9 7.0 
95 and under 100 asmudincaoath : eee 2.5 2.4 es 
100 and under 105____.__-- : 5.4 | 5.2 6.2 
105 and under 110____._..... 1.2 1.1 1.7 
110 and under 115_.._.-...-. a 1.6 1.5 2.1 
115 and under 120_____._._-. 8 7 e 
120 and under 125 Riise u .9 8 
125 and under 130 dikstin atidsckune 1.9 2.1 1.2 
130 and under 135. _--....... een 4 i 5 
135 and under 140 iicotedas i: 6 7 3 
140 and under 145_......-_-- ‘cs 3 3 3 
145 and under 150................... . 3 | 3 4 
ES TT 1.4 15 7 
Sp Gita Weer 270.............-.-. ; 4 4 = 
OU OW ati och 1.0 | 9 1.4 
Number of workers_-_....-.-- 171, 231 | 139, 466 31, 765 
Average hourly earnings. $0. 86 | $0. 86 $0. 87 


1 Excludes premium pay for overtime and night work. 


These findings are not surprising. Low-paid jobs in both logging and saw- 
milling are not skilled occupations. The same worker can shift from swamping 
or driving a truck in the woods to log deck operator in the sawmill or driving a 
truck in the yard. When, as in an integrated mill, all employees are members 
of the same work crew, it is obviously difficult to take advantage of the exemp- 
tions provided for outside operations. 

Similar figures do not exist for nonintegrated establishments. However, it 
may be inferred that greater advantage was taken of the exemption in such 
establishments, where the problem of intraplant inequities among employees 
would be less important. 

No wage data for independent logging operations in the South are available. 
There is nothing, however, which would indicate that the smaller (and exempt) 
operations do not compete in the same labor market with the larger logging 
operations and also with sawmills. Logging carried on in conjunction with 
farming is exempt under the agricultural exemption and intrastate logging is, 
of course, outside the coverage of the act. The following statements indicate 
the relationships between sawmill and logging wages: Congressman Winstead 
said, when discussing his proposal to define logging as agricultural employment: 

“From the standpoint of the minimum wage, there need be no misgivings 
about exempting forestry and logging employees from the provisions of the act. 
It has been traditionally true in the industry that workers engaged in the logging 
operations have been paid on a scale equivalent to and more often above that 
in effect in the sawmill” (95 Congressional Record 11212). 

In arguing that the overtime provisions of the act (and the minimum-wage 
provisions) should not apply to logging, C. C. Sheppard, chairman of the Southern 
Pine Industry Committee, testified on July 7, 1947: 

“As a practical matter, there is a relationship between rates of pay for em- 
ployees in logging and those in the sawmills. For this reason, workers supply- 
ing logs for a mill operating under the wage-and-hour law would not be deprived 
of the benefits of the minimum-wage provisions.” ° 

It. M. Eagle made a similar statement on behalf of the industry : 

“These logging employees are not in a class unto themselves as regards wages, 
because surveys of hourly wages of lumber workers in the southern pine indus- 
try show less than a full cent difference between common labor in the sawmill 





5U. S. Congress, Senate hearings before a subcommittee of the Committee on Labor an@ 
— Welfare, 8ist Cong., Ist sess., April 1949 (testimony originally presented to House), 
p. 865. 
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and comparable logging workers. This close comparison is maintained, skill 
for skill, up the wage ladder of both classes of workers.” * 


STATUS OF THE FISNERTES AND Fisuertes Propucts INpustries UNnpver THe Fair 
Lavork STANDARDS Act 


The fisheries and fisheries products industries have two exemptions under 

the Fair Labor Standards Act. Section 13 (a) (5) now provides exemptions 
from both the minimum wage and overtime provisions for: 
“any employee employed in the catching, taking, harvesting, cultivating, or 
farming of any kind of fish, shellfish, crustacea, sponges, seaweeds, or other 
aquatic forms of animal and vegetable life, including the going to and returning 
from work and including employment in the loading, unloading, or packing of 
such products for shipment or in propagating, processing (other than canning), 
marketing, freezing, curing, storing, or distributing the above products or by- 
products thereof ;". 

Canning employees, excluded from the above total exemplation are exempted 
only from the act’s overtime provisions by section 13 (b) (4) which is appli- 
cable to: 

“any employee employed in the canning of any kind of fish, shellfish, or other 
aquatic forms of animal or vegetable life, or any byproduct thereof ;”’ 


PURPOSE AND SCOPE OF PRESENT EXEMPTIONS 


The current exemption under section 13 (a) (5) is identical with that 
originally enacted in 1938, except for the addition of the parenthetical phrase 
“(other than canning)”, after the word “processing.” The debates leading 
to the original 13 (a) (5) exemption in 1938 reveal that Congress was con- 
cerned primarily with the difficulty of regulating the hours of work of em- 
ployees whose duties were greatly affected by elements beyond their employers’ 
control, in procuring seafood from nature and subsequently reducing the 
catch to a nonperishable state, or in moving the fresh products to consumers. 
(Statements of Congressman Bland 83d Congressional Record, 7408; Congress 
man Bates, 83d Congressional Record, 7445; Senator McNary, Sist Congressional 
Record, 7654; Senator Tydings, Sist Congressional Record, 7652; and Con- 
gressman Mott, 83d Congressional Record, 7422.) 

The 13 (a) (5) exemption was reconsidered by the Slst Congress during the 
course of hearings and debates on the various bills introd:ced for amending 
the Fair Labor Standards Act, culminating in the 1949 amendments. Overtime 
problems in the industry received the bulk of attention. The National lisheries 
Institute indicated that application of the proposed minimum wage would 
present no serious problem to the industry. The Senate, however, voted to 
retain the original exemption, and in conference these differences were resolved 
by withdrawing the minimum wage exemption from the canning of seafood and 
continuing it as to other onshore activities, as well as to the offshore operations. 
A new section 13 (b) (4) was added to continue the overtime exemption for the 
canning of seafood. 

There have been conflicting court decisions involving both section 13 (a) (5) 
and section 13 (b) (4). The first appellate court ruling on section 13 (a) (5) 
was given by the United States Court of Appeals for the Kighth Circuit, in 1940, 
in the case of Fleming vy. Hairkeye Pearl Button Co., 113 F. (2d) 52. The court 
in that case stated that— 


“* * * the manifest purpose of the exemption was to exempt from the act such 
activities or operations connected with the maritime pursuits described as were 
controlled or materially influenced by natural factors or elements. * * * Shore 
operations which are connected with the preservation and conversion of the 
catch must occur immediately following the catch, or the catch will spoil * * *.” 


The interpretation of the Department that the 13 (a) (5) exemption does 
not apply automatically to all employees of an on-shore fishery establishment, 
but only to employees engaged in occupations closely related to the movement 
of the perishable products, was not upheld by the United States Court of Appeals 
for the Third Circuit in 1949 in the case of McComb v. Consolidated Fisheries Co., 
174 F. (2d) 74. The case involved employees of a fish-meal manufacturer. The 
court ruled that, regardless of the relation of their duties to the activities named 
in the exemption, all employees of such onshore establishments are exempt 





*Id. at 884. 
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including night watchmen and office workers, as well as production workers. 
The recent decision of the Court of Appeals for the First Circuit in Mitchell y. 
Stinson Canning Co., 217 F. (2d) 210, 12 Wage-Hour Cases 332, involving the 
canning exemption in section 13 (b) (4), indicates that court’s disapproval of the 
third circuit's reasoning in the Consolidated Fisheries case. 

The picking of shrimp and the shucking of oysters performed for an employer 
who cans some of them himself, and also sells some unsegregated, processed 
portion to another employer who cans them, presented the problem of whether 
such activities gained only the overtime exemption of section 13 (b) (4) as a 
preparatory part of canning, or both the minimum wage and overtime exemption 
of section 13 (a) (5) as processing operations. The United States Court of 
Appeals for the Fifth Circuit, in Donnely et al. v. Mavar Shrimp and Oyster Co., 
190 F. (2d) 409 decided in July of 1951, ruled contrary to the Department's 
position, and held that such activities are not a part of the canning process 
since they are often performed independently of, and therefore are not neces- 
sarily related to canning. Consequently, employees engaged in the operations 
were held exempt from both the minimum wage and overtime provisions under 
section 13 (a) (5). A directly opposite view of the same question was taken 
in July 1952 by the United States Court of Appeals for the Fourth Circuit in 
the case of Tobin v. Blue Channel Corp., 198 F. (2d) 245, which also involved 
employees of a cannery. There the employees were cracking crab claws and 
picking out the crabmeat as a preparation step in the continuing and uninter- 
rupted process of canning crabmeat in the same establishment. In the Stinson 
case referred to above, the United States Court of Appeals for the First Circuit 
also upheld the views that section 13 (b) (4) applied. 


DESCRIPTION OF THE INDUSTRIES 


The fisheries and fisheries products industries constitute a substantial part 
of the Nation’s economy. Total value of the seafood catch in 1951 was approxi- 
mately $360 million. This catch, after processing, resulted in products valued 
at about $550 million; of this total over half represented canned products; one- 
quarter, packaged products; one-sixteenth, cured seafood; and the remainder, 
byproducts of various types. 

To procure the seafood, process it, and then distribute it through wholesale 
channels requires a total work force of about 260,000 workers at some time 
during the year, according to estimates of the United States Fish and Wildlife 
Service. About 160,000 of these are fishermen, most of whom are not employees 
within the meaning of the act. The remainder are engaged in canning, curing, 
freezing, and other processing activities, and in wholesale distribution. Since 
the industries are subject to wide seasonal fluctuations and the time of the 
peak season varies from area to area, the number of persons employed at any 
one time is considerably smaller. It is estimated that 26,000 onshore employees 
were exempt under section 13 (a) (5) in September 1953. 

Most fishermen are not employees within the meaning of the act. Most fishing 
is done by boat crews who join in a cooperative venture and among whom no 
employer-employee relationship exists. In a minority of cases, the owner of the 
boat or some other individual may act as an employer. The prevalent method 
of paying fishermen is to allot the crew a share in the value of the catch. The 
crew’s share is customarily that which remains after the deduction of various 
operating expenses and a payment to the owners for the use of the ship. Thus, 
a fisherman’s earnings depend on the amount of the catch, the price level at the 
time of unloading, and the amount required for total cost of operating expenses. 

Most fishermen do not work regularly scheduled hours. While on boats they 
are, in many cases, on call at all times. Their actual working hours are not 
regularized, however, as is the case with seamen divided into watches. 

Fishing is a seasonal activity, not only because climatic conditions affect the 
availability of fish and fishing hazards, but also because of restrictions by gov- 
ernmental agencies such as those regarding the period when fishing may be 
earried on, the maximum allowable catch, and the areas where specific varieties 
of fish may be caught. 

Since seafood usually spoils rapidly, some seafood is.partially or wholly 
processed at sea. Most of the seafood catch, however, remains in a perishable 
form until after unloading, and must therefore be moved rapidly to consumers 
or to processing plants. To carry on these operations, it is necessary to have 
a work force available on call. This work force will tend to be large enough 
to process the largest likely catch within a very short period of time. For this 
reason, employees engaged in the processing activities tend to work very short 


~~ 
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workweeks even during peak seasons, and in many situations average only a 
few hours daily. At the same time, very long hours of work over a period of a 
few days are not uncommon. 


EARNINGS OF FISHERMEN 


Since most fishermen’s earnings are based on a share of the catch, it is not 
practicable to obtain data on average hourly earnings. The data available as to 
weekly earnings suggest that fishermen earn considerably more than onshore 
employees. For example, a study of the Bureau of Labor statistics in 148 of 
1,400 fishermen in the Boston Fish Pier Fleet disclosed daily average earnings of 
$20 to $22 for deckhands, equivalent to $1.67 to $1.88 per hour, assuming a 
12-hour day. 

Data on wages paid to employees engaged in processing, canning, freezing, and 
curing of seafood are incomplete. Except for the Gulf and South Atlantic States, 
there is a fair measure of unionization in the canning of seafoods. Union con- 
tracts indicate that wages of union employees seldom run below $1 an hour. 

A study by the Wage and Hour and Public Contracts Divisions in December 
1950 of the gulf area processing operations on shrimp and oysters disclosed the 
following range of hourly rates: 

Cents per hour 


Lacie ee eS os i a ae ie eS a 
cet a re es caldera pia Ee 80 
si ina Naik SEE as oe dd 75-80 


These figures reflect wages prevailing in several plants surveyed at that time. 

Four plants in the South were surveyed by the divisions in 1952. These plants 
had average hourly earnings of 94 cents. Thirty-one percent of the employees 
earned less than 75 cents, and 55 percent earned less than 90 cents. This survey 
by the divisions gives some indication of the levels of wage rates in the lowest 
paying plants of the industry. 


FOREIGN COMPETITION 


A substantial portion of the seafood consumed in the United States is imported 
from other countries. However, the domestic industry has prospered and paid 
fair wages while meeting this competition. 

Domestic shrimp processors compete with Mexican producers of shrimp who 
pay very low wages. However, the domestic producers have increased sales 
during recent years while generally meeting the 75-cent minimum wage standard. 
Between 1950 and 1953, domestic production increased from 191 million pounds to 
235 million pounds. During this period, imports increased only from 67.5 million 
pounds to 73 million pounds, according to data of the United States Fish and 
Wild Life Service. 

STATE MINIMUM WAGE PROTECTION IN THE FISHERIES AND FISHERIES PRODUCTS 
INDUSTRIES 


Few of the States provide minimum wage protection for employees of the 
fisheries industries, and some of the State laws and wage orders applicable to 
these employees have not been revised in recent years and the minimum rates 
are therefore too low to provide any meaningful protection. Also, most State 
laws and orders apply only to women or women and minors; only three States, 
Connecticut, Massachusetts, and New Hampshire provide minimum wage pro- 
tection for both men and women of the industry. 

The 13 (a) (5) exemption, which includes onshore (except canning) as well 
as offshore activities, granted legislative recognition to the effect of natural 
forces upon the taking of seafood with resultatnt fluctuation in the supply 
of such perishable products, as well as recognizing the importance of the time 
factor in its preservation and its distribution to consumers before spoilage 
occurs. The impact of these facts bears directly only upon the difficulties of 
scheduling-work, and the necessity for overtime work. The payment of a mini- 
num wage bears no direct relationship to such time factors, particularly if a 
suitable exemption from the requirement of overtime pay is granted. 

If the minimum wage exemption for onshore employees were removed an addi- 
tional 26,000 workers would benefit. All plants and employees engaged in the 
onshore activities would be treated alike. At present, plants engaged in both 
canning and freezing cannot, as a practical matter, pay subminimum wage rates 
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to employees engaged in freezing, while their competitors who do no canning 
are allowed to pay substandard rates. There is confusion resulting from the 
necessity for defining employment in canning, which is not a distinctly separable 
activity of the industry. 

Available data on length of the workweek suggest that employees engaged in 
onshore activities would encounter little difficulty in adjusting to a 40-hour 
workweek standard. Application of such a standard would not in most situations 
result in a shortening of the workweek or in spreading work, because of the 
necessity for using the available labor force in the processing of a highly per- 
ishable commodity, the inflow of which cannot be scheduled beforehand. The 
nature of fishing employment is such that there are practical difficulties in 
applying the present general wage and hours standards of the act to these 
employees. 


Tne STatus OF NONAGRICULTURAL HANDLING AND PROCESSING OF Farm PRropucts 
UNDER THE Fark LABOR STANDARDS AcT 


TYPE OF EXEMPTIONS 


The result produced by the complex of exemptions applicable to a portion of 
the employees in the industries engaged in handling and processing agricultural 
commodities is unsatisfactory from the standpoint of everyone concerned. The 
exemptions are often not understood by employers, are difficult to administer, 
and produce competitive inequities. 

Section 138 (a) (10) gives both a minimum wage and an overtime exemption 
for employees engaged, “within the area of production (as defined by the Admin- 
istrator),” in certain activities. Section 7 (c) also gives a limited overtime 
exemption to employees in the area of production, While the “area of produc- 
tion” provision has occasioned the most difficulty and competitive inequity, it is 
not the sole source of dissatisfaction. ‘ 

On June 9, 1954, the officer who presided at hearings regarding the definition 
of “area of production” filed his report and recommendations, He said, among 
other things: 

“The Administrator, in annual reports to the Congress and in appearances 
before congressional committees, has pointed to the need for revision of the 
complicated system of exemptions available under the act for agriculture and 
for the handling and processing of agricultural products, Sections 13 (a) (6) 
and 13 (a) (10) provide year-round exemption from both the minimum wage and 
overtime pay requirements; section 7 (c) provides either a 14-workweek or a 
year-round overtime exemption ; and section 7 (b) (3) provides a partial relaxa- 
tion of the overtime requirements for seasonal industries during 14 workweeks. 
The exemption under section 13 (a) (6) depends on the employee's employment 
in agriculture as defined in the act. In section 18 (a) (10) the applicability of 
the exemption is conditioned upon the employee’s engagement in specifically 
enumerated activities, some of them also frequently performed on a farm, and, 
in that event, within ‘agriculture’ as defined in the act. Under section 7 (¢), 
exemption depends on the employees’ engagement in a place of employment 
where their employer is engaged in named operations, some of them identical 
with activities enumerated in section 13 (a) (10). Under section 7 (b) (3), 
exemption is applicable to all employees in an industry found by the Adminis- 
trator to be of a seasonal nature. 

“An example of the complexities involved can be seen in the application of 
these provisions to the packing of fresh fruits and vegetables. In appropriate 
circumstances, such packing, if performed on the farm, is considered “agrieul- 
ture” and the exemption under section 13 (a) (6) is applicable. If the section 
13 (a) (6) exemption is not available, but the packing is performed within the 
“area of production,” employees who are physically engaged in such packing for 
market (but not watchmen, clerical or maintenance emplovees) are exempt under 
section 13 (a) (10). In any event, exemption from the overtime provisions is 
available for 14 workweeks under section 7 (c). If the establishment is exclu- 
sively engaged in packing, watchmen, clerical, and maintenance employees are 
also exempt under section 7 (c). If the employer’s establishment is not exclu- 
sively engaged in packing, exemption for such employees is available when their 
activities are a necessary incident to the packing operations and they work solely 
in those portions of the premises devoted by their employer to the packing opera- 
tions. Without regard to the applicability of sections 13 (a) (6), 13 (a) (10), 
and 7 (c), an exemption from overtime pay requirements for work up to 12 
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hours in any workday or 56 hours in any workweek for not over 14 weeks in the 
aggregate in any calendar year is available under section 7 (b) (3) for employees 
of a fresh fruit or vegetable packer (including watchmen, clerical, and mainte 
nance employees) because fresh fruit or vegetable packing has been determined 
to be of a seasonal nature.” 

The hearings on the definition of area of production produced evidence of con 
siderable significance to an evaluation of these exemptions. 

In the first place, there was substantial evidence that the payment of the 
75-cent minimum occasioned no economic hardship on those establishments not 
within the exemption. There was testimony to this effect from industry repre 
sentatives of the fresh fruit and vegetable, dairy products, peanut, grain, and 
cotton industries. 

Second, there was substantial evidence that while the minimum wage itself 
did not create economic hardship, there was economic hardship arising from 
competitive inequities. Thus, for example, employers in the fresh fruit and 
vegetable industry in the Norfolk, Va., area complained of the advantage of other 
packers with whom they. competed directly, because the competing packers could 
pay less than 75 cents an hour. . A number of similar complaints were received 

The situation is also confused by the fact that, while the Circuit Court of 
Appeals for the 10th Circuit has held the present definition valid (Tobin \ 
Traders Compress Co., 199 F. 2d 8, cert. den. 344 U. 8S. 909) the 5th Cireuit Court 
has held one of its major provisions invalid (Jenkins v. Durkin, 208 F. 2d $41). 


NUMBER OF EMPLOYEES EXEMPT FROM MINIMUM WAGE PROVISIONS 


It is estimated that 233,000 workers come within the 13 (a) (10) exemption, 
while 849,000 other workers, engaged in the same occupations, but not in the 
area of production, are subject to the minimum wages requirements. Table 1 
shows the distribution of these employees by industry. 


TABLE 1—Number of employees erempt from the minimum wage and overtime 


provisions under section 13 (a) (10) of the Fair Labor Standards Act, by 
industry, September 1953 


{In thousands} 


Total number 


of erhployees Number of 
Industry engaged in employees 
specified exempt 


activities 


bce cages gh Recs ae 1, O82 233 
Manufacturing: 
Butter, cheese, and milk products 135 15 
Betas. ns on ancoes : 8S 3 
Canned, preserved, frozen, fruits and vegetables $36 50 


Wholesale trade, assembling of farm products 
Dairy products.. ; 12 
Fruits and vegetables 12 
Cotton : I 3 
Grain _. Se s ; 4 23 
Livestock : 27 14 
Tobacco 2 3 
Seeds..____- l 2 
All other _. 1 

Warehousing... ______- sae 2 

Cotton ginning and compressing 65 

Agricultural services, n. e. ¢ 5) 


Source: Estimates made by Wage and Hour and Public Contracts Divisions, U. 8. Department of Labor. 


WAGE RATES 


Little information is available as to the wages paid employees in the processing 
industries. Data obtained by the Wage and Hour and Public Contracts Divisions 
in 1952 are summarized in table 2. The establishments surveyed are those visited 
by investigators in conjunction with the divisions’ regular program for checking 
on compliance, and the sample is not intended to be representative of all establish- 
ments of the industries. However, the data do provide a rough guide as to the 
range of wages paid in the several industries included in the survey. 
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In establishments where the employees were not protected by the minimum 
wage provisions of the act, that is, in establishments located within the area of 
production, large proportions of workers were paid less than 75 cents an hour. 
In the South, more than half of the employees received less than this :mount in 
the fruit and vegetable packing, cotton ginning, and poultry and egg wholesaling 
establishments surveyed. In the canning and preserving plants of the South, and 
in exempt plants of all industries in the North and West, except the relatively 
high-wage country grain elevators, most workers are clustered in the 75—S4 
cent bracket. 

Southern establishments not qualifying for the exemption, which were gener- 
ally required to pay at least 75 cents an hour, paid most workers less than S85 
cents. This is true of all industries except country grain elevators. On the 
other hand, all industries of the North and West except canning and preserv- 
ing plants paid more than half of all workers $1 or more an hour, and canning 
and preserving plants paid half of their workers 90 cents or more. 
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Wage rates in these industries have probably increased somewhat since 1952. 
Gross average hourly earnings for canned fruits, vegetables, and soups, as re- 
ported by the Bureau of Labor Statistics, increased from $1.32 in August 1952 
to $1.39 in August 1954. The averages for dairy products manufacturing were 
$1.45 in August 1952 and $1.61 in August 1954. 

It should also be noted that the averages reported by the Bureau of Labor 
Statistics for 1952 are considerably higher than the averages for plants included 
in the Wage and Hour and Public Contracts Divisions survey. This suggests 
that the survey sample underrepresents high-wage plants. 

On the basis of all available data, it has been estimated that the 233,000 em- 
ployees of plants qualifying for the area of production exemption are distributed 
by average hourly earnings as follows: 





Employ es 
Average hourly earnings fing entnememeesienr 


| , 
| Number Percent 


Under 75 cents 


a ek A 4 40, 000 17 
75 to 89 cents __ ie 90, 000 39 
90 to 99 cents__ oe eons 25, 000 ll 
US ERE UE RE. Re. SE EE RO ESA - 78, 000 33 
a ee ee od Sas nak wba aeeermae 233, 000 100 


NUMBER OF EMPLOYEES EXEMPT FROM OVERTIME PROVISIONS OF THE ACT 


It is estimated that 892,000 employees engaged in handling and processing 
agricultural or horticultural commodities are exempted from the overtime pro- 
visions of the act for all or part of the year under one or more of these 3 provi- 
sions of the act. Table 3 shows the industries in which these 892,000 workers 
are employed. The largest number, 290,000 are engaged in canning and preserv- 
ing fruits and vegetables. Another large number, 75,000 are engaged in packing 
and wholesaling fresh fruits and vegetables. The next largest industry affected 
by one or more of these provisions is the dairy products industry. In this industry 
438,000 employees engaged in making dairy products, and another 36,000 engaged 
in handling, storing, and wholesaling dairy products, are removed from the 
overtime provisions. The third largest group of employees, 62,000, are engaged 
in cotton ginning and compressing. 


COMPLEX AND OVERLAPPING CHARACTER OF PROVISIONS 


These provisions are complex and complicated, and they overlap. Some estab- 
lishments in some industries are eligible for 2 or even 3 of these exemptions, In 
the same establishment, and at the same time, an employer may have some 
employees to whom both the minimum wage and the overtime provisions of the 
act do not apply, and others to whom he must pay the minimum wage but need 
not pay time and a half for overtime. To some of these latter he need not pay 
any overtime at any time, but to others he must pay overtime after a 14-week 
period. At the same time he may have some employees to whom he must pay 
the minimum wage and overtime at all times. Or, to some of his employees, an 
employer need not pay the minimum wage, or the time and a half for overtime 
during 1 week, but must do so another week, when they have not participated 
in some specified activities. Moreover, it is entirely possible that two or more 
of these provisions of the act may be applicable to the same employee at the 
same time. 
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TABLE 3.—Estimated number of employees exempt from the minimum wage an 
overtime provisions under sec. 13 (a) (10), 7 (¢) and 7 (b) (3) of the Fair 
Labor Standards Act, by industry, September 1953 


I mplowe en 


Total _- dake : ‘ 892. 000 
Manufacturing: 

Livestock, slaughtering, and packing a hei eats 40, 000 
Poultry and small game, slaughtering and packing______- ae. 
Butter, cheese, and milk products____...._..._..______- ind . 98, 000 
Ice cream ____- eRe laa eet ; slid Mae oli nities 3, 000 
Canned, preserved, frozen, fruits and vegetables____._. ______ 290, 000 
Flour and other grain-mill products______________- edknbudiieil 11, 000 
Rice cleaning and polishing______ ee sincestibaditieidiiicninsg 4 Se 
Sugarcane processing___-___.____ iettinatie watt iach 4, 000 
Beet sugar______ a widltittatlade: dials 11, 000 
Tobacco stemming and redrying___ i ech SS 
Logging camps and contractors__ a uti cbbaitieiimialings 5, 000 
Cottonseed processing__..-.__ ~~~ i inlaid ee 


Mining (excluding coal and petroleum) nian ae _. 380,000 


Wholesale trade: 
Dairy and poultry products..._.............. 


36, 000 


Fruits and vegetables (fresh) ...._...._________ et 
ee eee Bee gee ee 2 oe eee eS ee 8, 000 
SN ees ecn thee sede eon teeth dete tekst tad Coekta ie iccnsac lion el ae 
Livestock (except horses and mules) —........................... 22,000 
Tee Tn Pe et le DEEP As SOAS eS det, 
Nee een en eee eee en en cetadh eegeta Ree ee oP ne eS See} ee S &, 000 
CNeen een nn eee ee ree ldbinie cs oenisipncceanndeqnepian eit eae eee 80, 000 


Warehousing: cotton, farm products, cold storage ..___- 
Cotton ginning and compressing ______~_- 
Agricultural services, n. e. ¢ 


20, 000 
ihistieipcealie 62, 000 
. 138,000 


i Excludes employees exempt under sec. 13 (a) (1) 


Table 4 shows the amount of overlapping in these provisions. The table 
shows that 439,000 of the 892,000 exempt employees are exempt under 2 of 
these sections, and 91,000 are exempt under all 3. 

enforcement experience has shown that the uncertainty as to which employees 
are subject to the overtime provisions and which are not, and the confusion 
with regard to which provision is applicable in a given case, may be responsible 
for many inadvertent violations of the act. 


CONSIDERATIONS RELEVANT TO OVERTIME TOLERANCES 


The overtime tolerances provided in these exemptions rest on the theory that 
there is a need in the agricultural products handling and processing industries 
for a flexibility in hours which will permit the expeditious handling of farm 
products, particularly the highly perishable ones, and especially during periods 
of peak production. It has been pointed out that most farm produce must be 
harvested quickly, and must be prepared for market immediately after harvesting 
to prevent deterioration. Moreover, it is said, the amount of produce harvested 
fluctuates from year to year, and the amount of labor required to handle and 
process it cannot be predicted in advance. A large crop may require more 
processing labor than is readily available. Thus, according to the sponsors of 
these exemptions, some overtime tolerance is needed for these industries because 
of the perishable nature of the commodities handled, the sharp and uncon- 
trollable fluctuations in the flow of raw material, and the fact that the demand 
for labor is urgent and difficult to predict and schedule. 
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TasLe 4.—Estimated number of employces exempt from the minimum-wage and 
overtime provisions of the Fair Labor Standards Act under secs. 13 (a) (10), 
7 (c), and 7 (b) (3), September 1953 


Thousands 





Total (unduplicated) exempt under 1 or more provisions____...__.__________ 892 
nn ceemmsiiitidinieeermanamm es 29 
46) 620) ane 7 (c}--28 wet... eee alent 
13 (a) (10) and 7 (c)—14 weeks________-______ Sakti t as A EO SR AL A 26 
13 (a) (10), 7 (c)—14 weeks, and 7 (b) (3) _----_----_--___ eee 91 
ae (mn) <a) Gee vy 40) <6) earn oa a+ te eer ee See 
7 (c)—52 weeks alone_____- Fe afte ec efib la semenebenaeeh hiatal vet ite 108 
2 apo eee ae Fe 4) eee 26 
7 (c)—14 weeks and 7 (b) (3)_-----___- eae he TE es 300 
‘ 

‘ 


(c)—14 weeks alone... -~...--—...... an Sintered eas ae pasted hades 100 
(b) (3)—Alone 


etisalat adits sss eta ts iid iat east eee SY ee, 
Exempt under each provision : 
13 (a) (10)—Minimum wage and 52 weeks overtime ________-__________ 233 
Be ctr ere gi eal 189 
. to) We... Silk selasiphapsikae engin tandiasaadie-siaintes sasiaicdaee eae ae 517 
5: Pee) ~ 0B) — ie Oi tree ee eS 574 


If it is true that these facts require provision in the law for overtime toler- 
ances (which has been questioned by the sponsors of proposals for repeal of 
these exemptions), the amount of tolerance needed by the individual agricultural 
products handling and processing industries differs. Some are strictly seasonal 
industries which chose down for from 6 to 9 months of the year, some are year- 
round industries with short seasonal peaks of increased activity, and some are 
year-round industries with wide fluctuations in the inflow of raw material 
throughout the year. 

If seasonal industries require an overtime tolerance, it is because of the diffi- 
culty or impossibility of obtaining a large enough work force for a short period 
of the year to eliminate the need for overtime work. They typically have a 
peak labor requirement for part of the processing season, and a reduced labor 
requirement for the remainder of the processing season. It would seem, there- 
fore, that any overtime tolerance needed for the seasonal industries to cover 
the period of peak operations should exclude the period of reduced operations 
when the number of workers employed during the peak season provides sufficient 
manpower without overtime work. 

On the basis of this theory of needs, some year-round industries may actually 
require a longer overtime tolerance than the seasonal industries because of 
the uneven flow of raw materials to their plants from week to week. Even if 
their level of activity during the peak season is double that for the remainder 
of the year, the uneven flow of perishable raw materials during the slow season 
may make overtime work necessary. These industries urge that it cannot be 
expected that a standby labor force can be retained to take care of increases 
in receipts of raw materials during the slow season. 

The following facts are relevant to a consideration of the question of overtime 
tolerances in various major agricultural products-handling and processing 
industries. 

The total operating period of tobacco warehouses is less than 14 weeks, accord- 
ing to a survey made by the Wage and Hour and Public Contracts Divisions 
during the 1950-52 seasons.1 The same situation prevails generally in the 
leaf-tobacco industry, rice cleaning and polishing, and forage crops and seeds. 

The sugar industry also has a short operating season except in Hawaii. The 
Louisiana cane-sugar mills are active only during the 2- or 3-month period of 
the year, from early October to late December or early January when cane 
is being harvested. For the rest of the year the mills are shut down, except 
for maintenance, repairs, and improvements. The year-round work force ap- 
proximates 15 to 25 percent of the peak. In Florida cane harvesting normally 
continues for about 5 months, late November to mid-April. In Puerto Rico cane 
is harvested from January to June. In Hawaii, however, cane is harvested the 





1This survey was conducted in conjunction with the Divisions’ regular investigation 
program. 
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year around. The processing of sugar beets into beet sugar and the production 
of byproducts incident to such processing is also a seasonal operation occurring 
in the fall and winter of each year. The period of operations varies with the 
supply of beets available. According to the Farmers and Manufacturers Beet 
Sugar Association, the average period of beet-sugar factory operations in the 
United States in the 1947-48 season was about 90 days, and in the 1946-47 and 
1948-49 seasons, 85 days. In the off season the factories are closed down. 

In the cotton-ginning industry the season normally extends from September 
through December. Information obtained in the Divisions’ survey during the 
1950-52 seasons showed that 16 percent of the 115 cotton gins studied had a season 
of less than 10 weeks, 15 percent from 10 to 14 weeks, and an additional 51 per- 
cent operated between 15 and 26 weeks. 

Cotton-compressing and cotton-warehousing establishments usually operate 
vear round. However, the Divisions’ survey indicates that in nearly all establish- 
ments employment in the “slow” half of the year is less than three-fourths of peak 
season employment. 

In the fruit and vegetable packing and canning industries the length of the 
season for individual plants varies with the type of fruits and vegetables being 
packed or canned, and the number of products handled. The Divisions’ survey 
showed that 47 percent of the packing plants and 58 percent of the canning 
plants operated for 26 weeks or less. However, only 4 of the 247 packing plants 
surveyed and only 10 of the 274 canning plants were still using, during the “slow” 
half of the year, more than three-fourths of the number of man-hours used during 
the peak season. 

The vegetable-oil industry includes establishments engaged in producing a 
variety of products, such as cottonseed oil, linseed oil, soybean oil, tung oil, castor 
oil, palm-kernel oil, coconut oil, and byproduct cake and meal. The processing 
of some of these products is a more and of others a less seasonal activity. For 
example, approximately two-thirds of the total quantity of cottonseed processed 
by the industry is crushed in a period of 5 months from September through Jan- 
uary. On the other hand, soybeans are processed throughout the year with some 
increase between October and January. A number of establishments engaged 
in the processing of two or more types of products, thus increasing their operat- 
ing season considerably. In the Divisions’ survey 22 of 37 plants reported 
processing operations for 31 or more weeks during the year. All but 3 of 29 
plants used during the “slow” half of the year less than three-fourths of the 
number of man-hours used during the peak season. 

Muny country grain elevators stay open for business all year. Nevertheless, 
the handling and storing of grain is a seasonal occupation. The busy season for 
handling and storing wheat in the North Central States, the most important 
region in terms of numbers of country grain elevators, is from July to October. 
For those elevators handling corn, the season extends from October to January. 
The typical elevator receives more than 50 percent of its grain in a period of less 
than 14 weeks. During the off season the elevators are primarily engaged in 
selling coal and other fuel, feed, flour, ete., and their hours of work are much 
shorter than in the busy season. For some of them, however, the reduction in 
man-hours and in employment may not be large because they employ only 1 or 2 
employees throughout the year. 

Poultry slaughtering and poultry and egg wholesaling are year-round indus- 
tries, but with seasonal variation in activity. There is a seasonal peak in egg 
production, and therefore in buying by wholesalers and in cold storage activities 
in April, May, and June. Heavy demand for poultry at Thanksgiving and 
Christmas causes a seasonal peak in this industry in November and December. 
The Division’s survey during the 1950-52 seasons shows that in poultry slaugh- 
tering approximately 80 percent and in poultry and egg wholesaling approxi- 
mately 72 percent used in the “slow” half of the year less than three-fourths of 
the number of man-hours they used during the peak seasons of operation. 

The dairy-products industry operates the year round. There is some fluctua- 
tion in hours of work from week to week because of fluctuations in receipts of 
milk. Also, the industry states that bad weather, especially in the winter, and 
other causes at other times of the year, may result in delayed deliveries and a 
lengthened workweek. Since the product is perishable, employees must stay 
until all of the day’s milk is received and processed. The need for skilled 
workers in most occupations precludes much seasonal hiring and firing. 
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LENGTH OF THE WORKWEEK 


= 


As previously stated, section 7 (b) (3) permits an employer to keep his 
employees at work up to 56 hours a week during the exempt period without the 
payment of overtime. The employer is required, however, to pay time and a half 
for all hours worked beyond the 56. Sections 7 (c) and 13 (a) (10) have no 
such limitations on the hours which may be worked without paying overtime. 
The following data indicate how many hours are now being worked on the 
average in these industries. 

According to Bureau of Labor Statistics data production workers in plants 
‘anning fruits and vegetables and making soup worked an average of 41.9 hours 
per week in August 1954. The Division’s survey showed that employees of the 
326 canning and preserving establishments for which data on weekly hours were 
obtained averaged 41.6 hours per week during the entire operating season. 
Three-fifths of the plants had an average workweek of less than 40 hours. Dur- 
ing the peak 4 weeks of operation, however, the average workweek was 49.6 
hours. It is interesting to note that even during the height of the canning season, 
two-fifths of the plants averaged less than 40 hours per week, and an additional 
31 percent between 40 and 48 hours. This is partly due to the prevalence of 
part-time workers in this industry. Employees in 292 fruit and vegetable pack- 
ing establishments for which the Divisions obtained this data averaged 40.1 
hours per week during the entire period of operation, and 43.6 per week during 
the peak 4 weeks of operation. 

Employees of the 60 cotton warehouses for which data on weekly hours were 
available worked an average of 42.3 hours per week during the entire operating 
season. Forty-two percent of the warehouses had an average workweek of less 
than 40 hours. During the peak 4 weeks of operation the workweek averaged 
45.6 hours. Employees of the 15 cotton compressing establishments for which 
data on weekly hours were obtained worked an average of 43.8 hours during the 
entire operating season and an average of 50.6 hours during the 4 weeks of peak 
operation. Employees of the 114 cotton gins for which data on weekly hours were 
available averaged 54.2 hours per week during the entire operating season and 
60.3 hours during the peak 4 weeks of operation. 

The Division’s survey showed that employees of 159 country grain elevators 
worked an average of 49.9 hours per week during the entire operating season. 
During the peak 4 weeks of operation the average workweek was 56.4 hours. 

Bureau of Labor Statistics data show an average workweek of 36.2 hours in 
tobacco stemming and redrying for August 1954. In the Divisions’ survey em- 
ployees of 25 tobacco warehouses averaged 43.9 hours per week for the entire 
operating season and 45.6 hours per week for the peak 4 weeks of operation. 

In the dairy products manfuacturing industry, Bureau of Labor Statistics data 
show an average workweek of 43.3 hours in August 1954. The Divisions’ data 
showed that employees in 178 dairy products plants worked an average of 47.7 
hours per week during the entire operating season. During the peak 4 weeks 
of operation the average workweek was 50.5 hours. 

In the vegetable oil industry Bureau of Labor Statistics data show an average 
of 43.8 hours per week in August 1954. The Divisions found that employees in 
30 vegetable oil manufacturing establishments worked an average of 49.2 hours 
per week during the entire operating season and an average of 53.7 hours during 
the peak 4 weeks of operation. However, even during the height of the season 
4 of these 30 plants averaged less than 40 hours per week, and 6 plants averaged 
between 40 and 48 hours per week. 

Employees of the 75 poultry slaughtering establishments for which the Divi- 
sions obtained such data worked an average of 41.8 hours per week during the 
entire operating season. Thirty-two of the plants had an average workweek 
of less than 40 hours. During the peak 4 weeks of operation the average work- 
week was 44 hours. Even during those peak 4 weeks, however, 32 plants aver- 
aged less than 40 hours a week. In poultry and egg wholesaling, employees in 95 
establishments worked an average of 42.8 hours per week during the entire 
operating season. Thirty-nine of these plants had an average workweek of less 
than 40 hours. During the peak 4 weeks of operation the workweek averaged 
45.5 hours. However, even during these 4 peak weeks, weekly hours of work 
for 28 plants averaged less than 40 hours. 

For a few agricultural products processing industries not included in the Divi- 
sions’ survey, some information on the average length of the workweek can be 
obtained from Bureau of Labor Statistics data. Thus, these data show that in 
August 1954, weekly hours averaged 45.5 hours in prepared feeds. For sugar 
manufacturing, the highest monthly average for 1953 is 48.7 hours in November. 
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DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 


Washington, May 11, 1955 
Hon. Paut H. Dovetas, 


United States Senate, Washington, D. ¢ 


Deak SENATOR DouGLas: This will reply to your letter of May 2, 1955, in which 
you request my comments on the supplemental statement of Mr. George Meany, 
president, American Federation of Labor, regarding the employment of learners 
under the Fair Labor Standards Act. This statement 
learner certification for new plants. 

The employment of learners at subminimum rates for both normal labor turn 
over purposes and to meet the training needs of new or expanding plants 
authorized by regulations under section 14 of the Act. For normal labor turn 
over, the maXimum learner allowance is specified in the particular industry 
learner regulation. The maximum permitted under any of these regulations i- 
10 percent of the factory production workers. The certificate is issued for a 
period not longer than 1 year. To meet the needs of new or expanding plants, 
a certificate is issued for a period not longer than G months. The learner allow 
ances are permitted to the extent of actual need in such cases. The exact num 
ber of learners authorized under plant expansion or new plant certificates is 
based upon an evaluation of the information submitted concerning the actua 
equipment and facilities which are being installed 

Special care is taken in processing applications from a newly established or 
expanding plant. The Department notifies interested trade unions of the filing 
of such application and requests information indicating whether experienced 
workers are available for employment in the area, with such other comments 
as the unions may wish to make. Special procedures have been worked out with 
the trade unions in the industries for which special regulations are in effect, 
including the International Glove Workers Unions, AFL. 
ports are also obtained from the Bureau of Employment 
Department. 

In applications involving the movement of a plant or the transfer of produc 
tion from one area to another, information is obtained concerning the reasons 
for removal or transfer of production. These applications are denied when an 
adequate supply of experienced workers have been found available for employ 
ment in the locality or within a reasonable commuting distance. Moreover, 
preference in employment must at all times be given to any available former 
experienced worker of a plant or its predecessor which has closed and moved its 
operations to another locality. Learner certiicates are also denied when 
abnormal labor conditions such as a strike, lockout, or other similar condition 
exist at the plant for which a learner certificate is requested. 

A recent study of the learner certificates issued to new plants during the 2-year 
period from Mareh 1953 to March 1955 shows that although a total of 3,166 
learner applications were received, only 212, or 7 percent, were received from 
employers opening new plants: 98 of these applications were for unaffiliated 
plants: 104 applications were for plants being established as subsidiary branches 
of established plants. About 50 percent of these subsidiary plants were estab 
lished in the South by companies operating in the North. The remainder were 
established in the same general geographic area as existing plants. During this 
2-year period only 10 applications involved the physical transfer of production 
facilities. 

A review has been made of the certification actions from 1950 to 1955 for the 
10 branch plants of the Wells-Lamont Corp. Only 2 of these 10 plants (located 
at Mount Vernon, Tex., and Waynesboro, Miss.) were newly established plants 
which received plant expansion certificates. The remaining eight plants had 
been established for some years and the learner certificates granted were almost 
exclusively for normal labor turnover purposes. In three cases in which the 
evidence indicated that additional production facilities were being added, addi 
tional learners were authorized for expansion purposes. 

Reference is made in the supplemental statement to the regulations govern 
ing employment of learners in the glove industry. The learner regulations for 
this industry were issued after public hearings, at which the industry, the 
American Federation of Labor, and the glove-workers’ unions were afforded 
full opportunity to present evidence. The regulations subsequently issued re- 
flected the findings of fact and the recommendations made by the presiding officer 
on the basis of the record. The first hearing, held in March 1950, resulted in 
the issuance of regulations providing for subminimum learner rates of 60 cents 
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for the first 320 hours and 65 cents for the remaining 160 hours of the 480-hour 
learning period authorized for stitching occupations. The second hearing in 
April and May 1952 resulted in an upward revision of the subminimum learner 
rates. The new rates of 63 cents for the first 320 hours and 68 cents for the 
remaining 160 hours were established for the work-glove branch of the industry, 
and rates of 65 cents and 70 cents, respectively, were established for all other 
branches of the industry. 

During the past year, the Department has, through consultation with. labor 
and management representatives, conducted a review and reevaluation of all 
the special industry regulations. The objective of this review has been to make 
certain that subminimum rates are authorized only to the extent necessary to 
prevent curtailment of employment opportunities and to establish as high a rate 
as possible for the learning period. Substantial agreement by labor and manage- 
ment and the Department has been achieved in almost every instance. 

I am enclosing a set of general learner regulations and of special industry 
regulations in effect at the present time. 

Sincerely yours, 
Stuart RoruMan, Solicitor. 


REGULATIONS—E MPLOY MENT OF LEARNERS 


Pursuant to section 14 of the Fair Labor Standards Act of 1938, as amended, 
title 29, chapter V, Code of Federal Regulations, part 522—February 1955 


TITLE 29—LABOR 





CHAPTER V—WAGE AND Hour DIVISION 


PART 522—EMPLOYMENT OF LEARNERS 


On August 19, 1954 a proposed revision of sections 522.1 to 522.12, relating 
to the employment of learners at subminimum wage rates under the Fair Labor 
Standards Act was published in the Federal Register (19 F. R. 5285). 

Interested persons were afforded an opportunity to submit data, views, or ar- 
guments pertaining to the proposed revision within 30 days from the date of 
publication of the notice in the Federal Register. On the basis of data and views 
received from representatives of employers and employees it is considered desir- 
able and necessary to modify the proposed revision as indicated below. 

1. Section 522.2 (c), as proposed, is revised by inserting in the last sentence 
the words “or its predecessor” after the word “plant” and by also inserting in 
that sentence the clause “who has made himself available for emplovment by 
the employer” in lieu of “who has expressed a willingness to accept employment 
at the new establishment.” The purpose of this change is for clarification and 
to rule out of consideration a worker who bas expressed such a willingness but 
for one reason or another will not actually accept such employment. 

2. Section 522.3 (b), as proposed, is revised to require that the application 
must contain a statement as to the actual availability of learners. As such 
availability is one of the conditions governing issuance of a certificate it is ap- 
propriate that the applicant be required to supply information pertaining 
thereto. 

3. Section 522.3 (e), as proposed, is revised by dropping the semicolon after 
the word “plant” in item (2) and adding at that point “for the occupations in 
which learners are requested to be employed at subminimum rates:”. The pur- 
pose of this revision is to obtain specific information concerning these occupa- 
tions. 

4. Section 522.4 (a), as proposed, is revised by adding a phrase to make it 
clear that the section applies both to original and renewal applications. <A clause 
is also added to provide standards for the decision whether to issue or deny a 
certificate. Such a decision must be based upon all relevant facts and is ex- 
pressly made subject to the conditions set forth in section 522.5, 

5. Section 522.5 (a), as proposed, is revised by adding at the end thereof, 
“learners are available for employment: and the granting of a certificate is 
necessary in order to prevent curtailment of opportunities for employment.” 
This is in line with the tests provided elsewhere in this part and with the statu- 
tory language. 

6. Section 522.5 (b), as proposed, is grammatically revised by substituting the 
word “nor” for the word “not” in the second line of this section. 
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7. Section 522.5 (e), as proposed, is eliminated as unnecessary because of the 
addition to section 522.5 (a), and sections 522.5 (f) and (g) are relettered as 
sections 522.5 (e) and (f), respectively. 

8. Section 522.6 (b), as proposed, is revised to make it clear that all renewal 
certificates are subject to the conditions which apply to issuance of an original 
certificate as provided in section 522.5. 

9. Section 522.6 (d), as proposed, is revised for purposes of clarification to 
real as follows: “A copy of the learner certificate shall be posted by the em- 
ployer during its effective period in a conspicuous place in each department of 
the plant where learners are to be employed.” 

10. Section 522.6 (i), as proposed, is revised for purposes of emphasis to read 
as follows: “Under no circumstances will certificates be granted authorizing the 
employment of learners at subminimum wage rates as homeworkers, or in main- 
tenance occupations such as watchman or porter, or in operations of a temporary 
or sporadic nature.” 

11. Section 522.7 (b), as proposed, is made more precise by inserting the 
words “at the time of hiring” after the word “obtain” and before the word “and” 
in the first line of this section. 

12. Section 522.9 (b), as proposed, is revised by adding at the end thereof, “or 
if for any reason the existence of such certificate is no longer necessary to 
prevent curtailment of opportunities for employment.” This change is in line 
with statutory intent. 

13. Section 522.9 (c), as proposed, is revised by changing the proviso to 
strengthen the assurances which must be given as to interim payments by an 
employer who seeks reconsideration or review of a cancellation order. Pro- 
vision is made for a written agreement and a surety bond or its equivalent. 

14. Section 522.10 (b), as proposed, is revised to read as follows: “A request 
for reconsideration shall be accompanied by a statement of the additional evi- 
dence which the applicant believes may materially affect the decision and a 
showing that there were reasonable grounds for failure to present such evidence 
in the original proceedings.” The purpose of this change is to clarify and 
shorten the proceeding involved in reconsideration. 

15. Section 522.10 (c), as proposed, is eliminated, and sections 522.10 (d), 
and (e) and (f) are relettered as sections 522.10 (c), (d), and (e), respectively 

On the basis of all relevant information available I find it necessary, in order 
to prevent curtailment of opportunities for employment, to adopt the proposed 
revision of the regulations as so modified. ; 

Accordingly, by virtue of the authority contained in the Fair Labor Standards 
Act of 1938, as amended (52 Stat. 1060, as amended; 20 U. S. C. 201 et sea.) 
and United States Department of Labor General Order No. 45A (15 F. R. 3290) 
issued pursuant to Reorganization Plan No. 6 of 1950 (64 Stat. 1263; 5 U.S. C. 
611; 15 F. R. 3174), sections 522.1 through 522.12 are revised as follows: 


Applicability of regulations contained in this part 
Definitions. 
Application for a learner certificate. 
Procedure for action upon an application. 
Conditions governing issuone® of learner certificates. 
Terms and conditions of employment under learner certificates. 
Emplovment records to be kept. 
Amendment or replacement of a learner certificate. 
Caneellation of a learner certificate. 
0 Reconsideration ond review. 
1 Supplemental industry regulations. 
2 Amendment or revocation of the regulations contained in this part. 
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AUTHORITY: Sections 522.1 to 522.12 issued under sec. 14, 52 Stat. 1068, as amended; 
29 U. S. C. 214. 

Section 522.1—Applicability of regulations contained in this part. The regu- 
lations contained in this part are issued in accordance with section 14 of the 
Fair Labor Standards Act of 1938, as amended, to provide for ehe employment 
under special cert fitates of learners at wages lower than the minimum wage 
applicable under section 6 of the Act. That section, in pertinent part, reads: 

“The Administrator, to the extent necessary in order to prevent curtailment 
of opportunities for employment, shall by regulations or by orders provide for 
(1) the employment of learners ..., under special certificates issued pur- 
suant to the regulations of the Administrator, at such wages lower than the 
minimum wage applicable under Section 6 and subject to such limitations as 
to time, number, proportion, and length of service as the Administrator shall 
prescribe .. .” 
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Such certificate shall be subject to the provisions hereinafter set forth and 
to such additional terms and conditions as may be established in supplemental 
regulations applicable to the employment of learners in particular industries 
issued pursuant to section 522.11 of these regulations. 

Section 522.2—Definitions. As used in the regulations contained in this part: 

(a) A “learner” is a worker whose total experience in an authorized learner 
occupation in the industry within the past three years, except as otherwise 
provided in applicable supplemental regulations for a particular industry, is less 
than the period of time allowed as a learning period for that occupation in a 
learner certificate issued pursuant to these regulations. 

(b) An “experienced worker” is a worker whose total experience in an author- 
ized learner ocupation in the industry within the past three years, except as 
otherwise provided in applicable supplemental regulations for a particular in- 
dustry, is at least equal to the period of time allowed as a learning period for 
that occupation in a learner certificate issued pursuant to these regulations. 

(c) “Experienced worker available for employment” means an experienced 
worker residing within the area from which the plant customarily draws its 
labor supply or within a reasonable commuting distance of such area, and who 
is willing and able to accept employment in the plant; or an experienced worker 
residing outside of the area from which the plant customarily draws its labor 
supply, who has in fact made himself available for employment at the plant. 
A former experienced worker of a plant or its predecessor which has closed 
end moved its operations to another locality, who has made himself available 
for employment by the employer, shall also be considered an experienced worker 
available for employment. 

(d) A “new plant” is a plant which has been in operation in a given industry 
for less than eight months subsequent either to its initial establishment in that 
industry or to its reopening after being out of operation for a period of more 
than eight months. 

(e) An “expanding plant’ is a plant whose labor force is being subsantially 
increased by reason of an expansion program (1) through the installation of 
additional production equipment; (2) through again placing into operation 
machinery which has been idle for a period in excess of 8 months; or (3) through 
adding an additional shift. 

Section 522.3—Application for a learner certificate. 

(a) Whenever the employment of learners at wages lower than the minimum 
wage applicable under section 6 of the Fair Labor Standards Act of 1938, as 
amended, is believed necessary to prevent curtailment of opportunities for 
employment of such learners at subminimum wage rates may be filed by the 
employer with the Administrator of the Wage and Hour and Public Contracts 
Divisions, U. S. Department of Labor, Washington 25, D. C. <A copy of such 
application shall be filed simultaneously with the appropriate Regional Office 
of these Divisions. With respect to employees working in Puerto Rico or in the 
Virgin Islands, application shall be filed with the Territorial Director of the 
Wage and Hour and Public Contracts Divisions, U. S. Department of Labor, 
Santurce, San Juan, Puerto Rico. 

(b) Application must be made on the official form furnished by these Divisions 
and must contain all information required by such form, including among other 
things, information concerning efforts made by the applicant to obtain exper- 
ienced workers, the occupations in which learners are to be employed, the 
number of learners previously hired, whether learners are actually available, 
the number of learners requested, their proposed hourly rates and learning 
periods in number of hours, the number of experienced workers in such occupa- 
tions and their straight-time average hourly earnings during the last payroll 
period, the number of plant workers employed during previous periods, and 
the type of equipment to be used by learners. Any applicant may also submit 
such additional information as may be pertinent. 

(c) Any application which fails to present the information required by the 
forms may be returned to the applicant with a notation of deficiencies and 
without prejudice against submission of a new or revised application. 

(d) Separate application must be made with respect to each plant in which 
the applicant desires to employ learners at subminimum wage rates. Where 
an establishment occupies several buildings in the same community and the 
workers in those buildings are engaged in the various processes necessary to 
the manufacture of primary products of the establishment, the workers shall 
be regarded as employees of the same plant for the purposes of these regulations. 

(e) When an application is filed for a learner certificate for a new or expand- 
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ing plant and the applicant is moving from a plant of the same company or of a 
closely related company in another location, or is transferring production 
from such plant, or has recently so moved or transferred production, the appli 
eant shall attach to the application a signed statement giving the following 
information: (1) name, location and products of the plant from which the 
applicant is moving or is transferring production; (2) average and minimum 
wage rates paid at such plant for the occupations in which learners are requested 
to be employed at subminimum rates; and (3) reasons for removal or transfer 
of production. 

(f) Application for a renewal of a learner certificate shall be made ou the 
same form as described above. No effective learner certificate shall expire until 
action on an application for renewal shal! have been finally determined, provided 
that such application has been properly executed in accordance with the require 
ments, and filed with and received by the Administrator of the Wage and Hour 
and Public Contracts Divisions not less than tifteen nor more than thirty days 
prior to the expiration date. A final determination means either the granting of 
or initial denial of the application for renewal of a learner certificate, or with 
drawal of the application. A “properly executed application” is one which con 
tains the complete information required on the form, and the required certifica 
tion by a responsible official of the applicant company. 

(g) Upon making application for a learner certificate or for renewal thereof, 
an employer shall post a notice of filing of application on a form supplied by 
these Divisions in a conspicuous place in each department of the plant where he 
proposes to employ learners at subminimum wage rates. Such notice shall re 
main posted until such time as the application shall have been acted upon by the 
Administrator or his authorized representative. The notice must set forth, 
among other things, the number of learners that the employer has requested 
permission to employ; the occupations in which the learners will be employed ; 
and a representation by a responsible official that experienced workers are not 
available, and that the employment of learners at subminimum wage rates is 
necessary in order to prevent a curtailment of opportunities for employment 

Section 522.4—Procedure for action upon an application. 

(a) Upon receipt of an application for a certificate or a renewal of a certificate, 
the Administrator or his authorized representative shall consider all of the rele 
vant facts and, subject to the conditions specified in section 522.5 hereof, shall 
issue or deny a learner certificate or, in appropriate circumstances, provide an 
opportunity to interested parties to present their views on the application prior 
to granting or denying a learner certificate. 

(b) If a learner certificate is issued, there shall be published in the Federal 
Register a statement of the terms of such certificate together with a notice that. 
pursuant to section 522.10 of these regulations, for fifteen (15) days following 
such publication any interested persons may file written requests for reconsider 
ation or review. | 

(c) If a learner certificate is denied, notice of such denial shall be sent to the 
employer and such denial shall be without prejudice to the filing of any subsequent 
application. 

Section 522.5—Conditions governing issuance of a learner certificate. The 
following conditions shall govern the issuance of a special certificate authorizing 
the employment of learners at subminimum rates: (a) An adequate supply of 
qualified experienced workers is not available for employment: the experienced 
workers presently employed in the plant in occupations in which learners are 
requested are afforded an opportunity, to the fullest extent possible, for full-time 
employment; learners are available for employment; and the granting of a cer 
tificate is necessary in order to prevent curtailment of opportunities for 
employment. 

(b) The issuance of a learner certificate will not tend to create unfair com 
petitive labor cost advantages nor have the effect of impairing or depressing 
wage or working standards established for experienced workers for work of a 
like or comparable character in the industry. 

(c) Abnormal! labor conditions such as a strike, lock-out, or other similar con 
dition, do not exist at the plant for which a learner certificate is requested. 

(d) There are no serious outstanding violations of the provisions of a learner 
certificate previously issued to the company, nor have there been any serious 
violations of the Act which provide reasonable grounds to conclude that the 
terms of a certificate may not be complied with, if issued. 

(e) The occupation or occupations in which learners are to receive training 
involve a sufficient degree of skill to necessitate an appreciable training period. 
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(f) Learners shall be afforded every reasonable opportunity for continued 
employment upon completion of the learning period. 

Section 522.6—Terms and conditions of employment under learner certificates. 

(a) A learner certificate, if issued, shall specify, among other things: (1) the 
number or proportion of learners authorized to be employed on any one day; 
(2) the occupations in which learners may be employed: (3) the subminimum 
wage rates permitted during the authorized learning period: (4) the learning 
period for each authorized learner occupation; and (5) the effective and expira- 
tion dates of the certificate. 

(b) A learner certificate for normal labor turnover purposes may be issued 
for a period not longer than one year. A learner certificate for a new or expand- 
ing plant may be issued for a period not longer than six months. A renewal 
cert ficate will not be issued unless there is a clear showing that the conditions 
set forth in section 522.5 still prevail. A renewal expansion certificate will not 
be issued unless there is also a clear showing that there has been a substantial 
increase in the labor force during the period when a previous expansion certifi- 
eate was in effect, except for individual cases where the plant expansion program 
has been postponed due to exceptional circumstances. 

(c) Learners properly hired prior to the date on which a learner certificate 
expires may be continued in employment at subminimum wage rates for the 
duration of their authorized learning period under the terms of the certificate, 
even though the certificate expired before the learning period is completed. 

(d) A copy of the learner certificate shall be posted by the employer during 
its effective period in a conspicuous place in each department of the plant where 
learners are to be employed. 

(e) No learner certificate may be issued retroactively. 

(f) No learner shall be hired under a learner certificate if at the time such 
employment begins experienced workers capable of equaling the performance 
of a worker of minimum acceptable skill are available for employment. 

(x) No learner shall be hired under a learner certificate while abnormal 
labor conditions such as a strike, lock-out, or other similar condition, exist in 
the rlant. 

(h) Except as otherwise specified in applicable supplemental industry regula- 
tions, the number of hours of previous employment must be deducted from 
the authorized learning period if within the past three years a learner has 
been employed in a given occupation and industry for less than the total 
number of hours authorized as a learning period. There shall also be deducted 
from the authorized learning period all sneh hours of employment or training 
on rags or scrap, or pertinent training in vocational training schools or similar 
training facilities. : 

(i) Under no circumstances will certificates be granted authorizing the 
employment of learners at subminimum wage rates as homeworkers, or in 
maintenance occupations such as watchman or porter, or in operations of a tem- 
porary or sporadic nature. 

(j) If experienced workers are paid on a piece rate basis, learners shall be 
paid at least the same piece rates as experienced workers employed on similar 
work in the plant and shall receive earnings based on such piece rates whenever 
such earnings exceed the subminimum wage rates permitted in the certificate. 

(k) No provision of any learner certificate shall excuse non-compliance with 
hivher standards applicable to learners which may be established under any 
other Federal law, or any State law, or trade union agreement. 

Section 522.7—Employment records to be kept. In addition to other records 
required under the record-keeping regulations (Part 516 of this Chapter), the 
employer shall keep the following records specifically relating to learners em- 
ployed at subminimum wage rates: (a) Each worker employed as a learner 
under a learner certificate shall be designated as such on the payroll records 
kept by the employer. All such learners shall be listed together as a separate 
group on the payroll records, with each learner’s occupation being shown. 

(b) The employer shall also obtain at the time of hiring and keep in his 
records a statement signed by each such learner showing all applicable exneri- 
ence which the learner may have had in the industry in which he is employed 
during the preceding three years, or as otherwise required in the applicable 
supplemental industry regulations. The statement shall contain the dates of 
such previous employment, names and addresses of employers, the occupation 
or occupations in which the learner was engaged and the types of products upon 
which the learner worked. The statement shall also contain information con- 
cerning pertinent training in vocational training schools or similar training 
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facilities, including the dates of such training and the identity of the vocational 
school or training facility. If the learner has had no applicable experience or 
pertinent training, a statement to that effect sicned by the learner should likewise 
be kept in the employer's records. 

(c) The records required in this section, including a copy of any special cer- 
tificate issued, shall be kept and made available for inspection at all times for 
at least three years from the last effective date of the certificate. 

Section 522.8—Amendment or replacement of a learner certificate, The Ad- 
ministrator upon his own motion may amend the provisions of a learner certifi 
cate when it is necessary by reason of the amendment of these or any supple- 
mental industry regulations, or may withdraw a learner certificate and issue 
a replacement certificate when necessary to correct omissions or apparent de- 
fects in the original certificate. 

Section 522.9—Cancellation of a learner certificate, 

(a) The Administrator or his authorized representative may cancel any learner 
certificate for cause. Except in cases of willfulness or those in which the 
public interest requires otherwise, before any learner certilicate is cancelled, 
facts or conduct which may warrant such action shall be called to the attention 
of the employer and he shall be afforded an opportunity to achieve or demon- 
strate compliance. 

(b) A certificate may be cancelled: (1) as of the date of issuance, if it is 
found that the applicant set forth any fact or facts in the application which 
he knew or had reasonable cause to believe to be false; (2) as of the date of 
violation, if it is found that any of its terms have been violated; or (3) pros- 
pectively, if it is found that the conditions of employment of learners have 
changed or that the purposes for which the certificate was originally issued 
no longer obtain or if for any reason the existence of such certificates is no 
longer necessary to prevent curtailment of opportunities for employment. 

(c) No order cancelling a certificate shall take effect until the expiration of 
the time allowed for requesting reconsideration or review under section 522.10, 
and, if a petition for reconsideration or review is filed, the effective date of 
the cancellation order shall be postponed until action is taken thereon: Pro- 
vided, however, that the employer agrees in writing that if the cancellation order 
is affirmed, the employer will reimburse any person employed under a certificate 
which has been cancelled in an amount equal to the difference between the mini- 
mum wage applicable under Section 6 of the Act and any lower wage paid 
such person subsequent to the cancellation date indicated in the original can- 
cellation notice addressed to the employer, and provided further that the em- 
ployer file with the Administrator a surety bond, or its equivalent, conditioned 
upon the fulfillment of such agreement. 

Section 522.10—Reconsidcration and review. (a) Any person aggrieved by the 
action of an authorized representative of the Administrator denying, granting, 
or cancelling a learner certificate may, within 15 days after such action, (1) file 
a written request for reconsideration thereof by the authorized representative 
of the Administrator who made the decision in the first instance, or (2) ‘ile a 
written request for review of the decision by the Administrator or an authorized 
representative who has taken no part in the action which is the subject of 
review. 

(b) A request for reconsideration shall be accompanied by a statement of the 
additional evidence which the applicant believes may materially affect the 
decision and a showing that there were reasonable grounds for failure to present 
such evidence in the original proceedings. 

(c) Any person aggrieved by the reconsidered determination of an authorized 
representative of the Administrator may within 15 days after such determina- 
tion, file with the Administrator a written request for review. 

(d) A request for review shall be granted where reasonable grounds for the 
review are set forth in the request. 

(e) Ifa request for reconsideration or review is granted, all interested persons 
shall be afforded an opportunity to present their views. 

Section 522.11—Supplemental industry regulations. (a) Upon application of 
any person or persons representing an industry or branch thereof, or upon his 
own motion, the Administrator, if he deems it advisable, may, after appropriate 
and timely notice to interested parties, cause a hearing to be held to determine 
the need for the employment of learners at wages lower than the minimum wage 
applicable under section 6 of the Act in order to prevent curtailment of oppor- 
tunities for employment in an industry or branch thereof; and if such need is 
found to exist, to determine the occupation or occupations which require a learn- 
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ing period and the limitations as to wages, time, number, proportion, and length 
of service pursuant to which learner certificates authorizing the employment of 
learners at such subminimum wage rates may be issued to employers. Such hear- 
ing shall be held before the Administrator or his duly authorized representative. 
Following such hearing the Administrator shall, by supplemental regulations, 
prescribe the conditions under which special certificates shall be issued for the 
employment of learners in such industry or branch thereof, if he determines that 
there is a need therefor to prevent curtailment of opportunities for employment. 

(b) The Administrator may issue a subpoena for attendance at such hearings 
to any party upon request and upon a showing of general relevance and reason- 
able scope of the evidence sought. The Administrator may, on his own motion, 
or that of his authorized representative, cause to be brought before him or his 
authorized representative any witness whose testimony he deems material to 
the matter in issue. 

(c) Such supplemental regulations as are issued shall not apply to the em- 
ployment of learners at subminimum wage rates in Puerto Rico or the Virgin 
Islands, unless they so provide. 

Section 522.12—Amendment or revocation of the regulations contained in this 
part. The Administrator may at any time upon his own motion or upon written 
request of any interested person or persons setting forth reasonable grounds 
therefor, and after opportunity has been given to interested persons to present 
their views, amend or revoke any of the terms of these regulations or of the 
supplemental regulations applicable to the employment of learners in particular 
industries. 

The above revision shall become effective 30 days after publication of this 
document in the Federal Register. 

(See. 14, 52 Stat. 1068, as amended ; 29 U.S. C. 214.) 

Signed at Washington, D. C., this 26 day of January 1955. 

WAGE AND Hour AND PUBLIC CONTRACTS DIVISIONS, 
UNITED STATES DEPARTMENT OF LABOR, 
Wo. R. McComrpr, Administrator. 
Published in Federal Register January 29, 1955. 
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Section 522.1—A pplicability of regulations contained in this part. The regula- 
tions contained in this part are issued in accordance with section 14 of the Fair 
Labor Standards Act of 1938, as amended, to provide for the employment under 
special certificates of learners at wages lower than the minimum wage applicable 
under section 6 of the Act. That section, in pertinent part, reads: 

“The Administrator, to the extent necessary in order to prevent curtailment 
of opportunities for employment, shall by regulations or by orders provide for 
(1) the employment of learners . . ., under special certificates issued pursuant 
to the regulations of the Administrator, at such wages lower than the minimum 

vage applicable under Section 6 and subject to such limitations as to time, num- 
ber, proportion, and length of service as the Administrator shall prescribe. . .” 

Such certificate shall be subject to the provisions hereinafter set forth and to 
such additional terms and conditions as may be established in supplemental 





*Effective February 28, 1955 (Published in the Federal Register January 29, 1955, 
20 F. R. 645). 
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regulations applicable to the employment of learners in particular industries 
issued pursuant to section 522.11 of these regulations. 

Section 522.2—Definitions. As used in the regulations contained in this part 

(a) A “learner” is a worker whose total experience in an authorized learner 
occupation in the industry within the past three years, except as otherwise 
provided in applicable supplemental regulations for a particular industry, is less 
than the period of time allowed as a learning period for that occupation in a 
learner certificate issued pursuant to these regulations. 

(b) An “experienced worker” is a worker whose total experience in an author 
ized learner occupation in the industry within the past three years, except as 
otherwise provided in applicable supplemental regulations for a particular in 
dustry, is at least equal to the period of time allowed as a learning period for that 
occupation in a learner certificate issued pursuant to these regulations 

(c) “Experienced worker available for employment” means an experienced 
worker residing within the area from which the plant customarily draws its labor 
supply or within a reasonable commuting distance of such area, and who is willing 
and able to accept employment in the plant; or an experienced worker residing 
outside of the area from which the plant customarily draws its labor supply, who 
has in fact made himself available for employment at the plant. A former ex 
perienced worker of a plant or its predecessor which has closed and moved its 
operations to another locality, who has made himself available for employment 
by the employer, shall also be considered an experienced worker available for 
employment. 

(d) A “new plant” is a plant which has been in operation in a given industry 
for less than eight months subsequent either to its initial establishment in that 
industry or to its reopening after being out of operation for a period of more 
than eight months. 

(e) An “expanding plant” is a plant whose labor force is being substantially 
increased by reason of an expansion program (1) through the installation of 
additional production equipment; (2) through again placing into operation 
machinery which has been idle for a period in excess of 8 months; or (3) through 
adding an additional shift. 

Section 522.3—A pplication for a learner certificate. (a) Whenever the employ 
ment of learners at wages lower than the minimum wage applicable under section 
6 of the Fair Labor Standards Act of 1938, as amended, is believed necessary to 
prevent curtailment of opportunities for employment in a specified plant, an 
application for a certificate authorizing the employment of such learners at sub 
minimum wage rates may be filed by the employer with the Administrator of 
the Wage and Hour and Public Contracts Divisions, U. 8. Department of Labor, 
Washington 25, D. C. A copy of such application shall be filed simultaneously 
with the appropriate Regional Office of these Divisions. With respect to em 
ployees working in Puerto Rico or in the Virgin Islands, application shall be filed 
with the Territorial Director of the Wage and Hour and Public Contracts Divi 
sions, U. S. Department of Labor, Santuree, San Juan, Puerto Rico. 

(b) Application must be made on the official form furnished by these Divisions 
and must contain all information required by such form, including among other 
things, information concerning efforts made by the applicant to obtain experi 
enced workers, the occupations in which learners are to be employed, the number 
of learners previously hired, whether learners are actually available, the number 
of learners requested, their proposed hourly rates and learning periods in number 
of hours, the number of experience workers in such occupations and their straight 
time average hourly earnings during the last payroll period, the number of plant 
workers employed during previous periods, and the type of equipment to be used 
by learners. Any applicant may also submit such additional information as may 
be pertinent. 

(c) Any application which fails to present the information required by the 
forms may be returned to the applicant with a notation of deficiencies and with- 
out prejudice against submission of a new or revised application. 

(d) Separate application must be made with respect to each plant in which 
the applicant desires to employ learners at subminimum wage rates. Where an 
establishment occupies several buildings in the same community and the workers 
in those buildings are engaged in the various processes necessary to the manu- 
facture of primary products of the establishment, the workers shall be regarded 
as employees of the same plant for the purposes of these regulations. 

(e) When an application is filed for a learner certificate for a new or expand- 
ing plant and the applicant is moving from a plant of the same company or of a 
closely related company in another location, or is transferring production from 
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such plant, or has recently so moved or transferred production, the applicant 
shall attach to the application a signed statement giving the following informa- 
tion: (1) name, location, and products of the plant from which the applicant is 
moving or is transferring production; (2) average and minimum wage rates paid 
at such plant for the occupations in which learners are requested to be employed 
at subminimum rates: and (3) reasons for removal or transfer of production. 

(f) Application for a renewal of a learner certificate shall be made on the 
same form as described above. No effective learner certificate shall expire until 
action on an application for renewal shall have been finally determined, provided 
that such application has been properly executed in accordance with the 
requirements, and filed with and received by the Administrator of the Wage and 
Hour and Public Contracts Divisions not less than fifteen nor more than thirty 
days prior to the expiration date. A final determination means either the 
granting of or initial denial of the application for renewal of a learner certificate, 
or Withdrawal of the application. A “properly executed application” is one 
which contains the complete information required on the form, and the required 
certification by a responsible official of the applicant company. 

(g) Upon making application for a learner certificate or for renewal thereof, 
an employer shall post a notice of filing of application on a form supplied by 
these Divisions in a conspicucus place in each department of the plant where he 
proposes to employ learners at subminimum wage rates. Such notice shall 
remain posted until such time as the application shall have been acted upon by 
the Administrator or his authorized representative. The notice must set forth, 
among other things, the number of learners that the employer has requested 
permission to employ; the occupations in which the learners will be employed ; 
und a representation by a responsible official that experienced workers are not 
available, and that the employment of learners at subminimum wage rates is 
necessary in order to prevent a curtailment of opportunities for employment. 

Section 522.4—Procedure for action upon an application. (a) Upon receipt of 
an application for a certificate or a renewal of a certificate, the Administrator 
or his authorized representative shall consider all of the relevant facts and, 
subject to the conditions specified in section 522.5 hereof, shall issue or deny a 
learner certificate or, in appropriate circumstances, provide an opportunity to 
interested parties to present their views on the application prior to granting or 
denying a learner certificate. 

(b) If a learner certificate is issued, there shall be published in the Federal 
Register a statement of the terms of such certificate together with a notice that, 
pursuant to section 522.10 of these regulations, for fifteen (15) days following 
such publication any interested persons may file written requssts for recon- 
sideration or review. 

(c) If a learner certificate is denied, notice of such denial shall be sent to 
the employer and such denial shall be without prejudice to the filing of any 
subsequent application. 

Section 522.5—Conditions governing issuance of a learner certificate. The 
following conditions shall govern the issuance of a special certificate authorizing 
the employment of learners at subminimum rates: 

(a) An adequate supply of qualified experienced workers is not available for 
employment ; the experienced workers presently employed in the plant in occupa- 
tions in which learners are requested are afforded an opportunity, to the fullest 
extent possible, for full-time employment; learners are available for employment : 
and the granting of a certificate is necessary in order to prevent curtailment of 
opportunities for employment. 

(b) The issuance of a learner certificate will not tend to create unfair com- 
petitive labor cost advantages nor have the effect of impairing or depressing wage 
or working standards established for experienced workers for work of a like 
or comparable character in the industry. 

(c) Abnormal labor conditions such as a strike, a lock-out, or other similar 
condition, do not exist at the plant for which a learner certificate is requested. 

(d) There are no serious outstanding violations of the provisions of a learner 
certificate previously issued to the company, nor have there been any serious 
violations of the Act which provide reasonable grounds to conclude that the 
terms of a certificate may not be complied with, if issued. 

(e) The occupation or occupations in which learners are to receive training 
involve a sufficient degree of skill to necessitate an appreciable training period. 

(f) Learners shall be afforded every reasonable opportunity for continued 
employment upon completion of the learning period. 
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Section 522.6—Terms and conditions of employment under learner certificates 
(a) A learner certificate, if issued, shall specify, among other things: (1) the 
number or proportion of learners authorized to be employed on any one day; 
(2) the occupations in which learners may be employed; (3) the subminimum 
wage rates permitted during the authorized learning period; (4) the learning 
period for each authorized learner occupation; and (5) the effective and expira 
tion dates of the certificate. 

(b) A learner certificate for normal labor turnover purposes may be issued 
for a period not longer than one year. A learner certificate for a new or expand- 
ing plant may be issued for a period not longer than six months. A renewal 
certificate will not be issued unless there is a clear showing that the conditions 
set forth in section 522.5 still prevail. A renewal expansion certificate will not 
be issued unless there is also a clear showing that there has been a substantial 
increase in the labor force during the period when a previous expansion certificate 
was in effect, except for individual cases where the plant expansion program 
has been postponed due to exceptional circumstances. 

(c) Learners properly hired prior to the date on which a learner certificate 
expires may be continued in employment at subminimum wage rates for the 
duration of their authorized learning period under the terms of the certificate, 
even though the certificate expired before the learning period is completed 

(d) A copy of the learner certificate shall be posted by the employer during 
its effective period in a conspicuous place in each department of the plant where 
learners are to be employed. 

(e) No learner certificate may be issued retroactively. 

(f) No learner shall be hired under a learner certificate if at the time such 
employment begins experienced workers capable of equaling the performance 
of a worker of minimum acceptable skill are available for employment. 

(zg) No learner shall be hired under a learner certificate while abnormal labor 
conditiens such as a strike, lockout, or other similar condition, exist in the plant. 

(h) Except as otherwise specified in applicable supplemental industry regu- 
lations, the number of hours of previous employment must be deducted from 
the authorized learning period if within the past three years a learner has been 
employed in a given occupation and industry for less than the total number 
of hours authorized as a learning period. There shall also be deducted from 
the authorized learning period all such hours of employment or training on rags 
or scrap, or pertinent training in vocational training school or similar training 
facilities. 

(i) Under no circumstances will certificates be granted authorizing the em- 
ployment of learners at subminimum wage rates as homeworkers, or in main- 
tenance occupations such as watchman or porter, or in operations of a temporary 
or sporadic nature. 

(j) If experienced workers are paid on a piece rate basis, learners shal! be 
paid at least the same piece rates as experienced workers employed on similar 
work in the plant and shall receive earnings based on such piece rates whenever 
such earnings exceed the subminimum wage rates permitted in the certificate. 

(k) No provision of any learner certificate shall excuse non-compliance with 
higher standards applicable to learners which may be established under any 
other Federal law, or any State law, or trade union agreement. 

Section 522.7—Employment records to be kept. In addition to other records 
required under the record-keeping regulations (Part 516 of this Chapter), the 
employer shall keep the following records specifically relating to learners em- 
ployed at subminimum wage rates: 

(a) Each worker employed as a learner under a learner certificate shall be 
designated as such on the payroll records kept by the employer. All such learn- 
ers shall be listed together as a separate group on the payroll records, with 
each learner’s occupation being shown. 

(b) The employer shall also obtain at the time of hiring and keep in his 
records a statement signed by each such learner showing all applicable experi- 
ence which the learner may have had in the industry in which he is employed 
during the preceding three years, or as otherwise required in the applicable 
supplemental industry regulations. The statement shall contain the dates of 
such previous employment, names and addresses of employers, the occupation 
or occupations in which the learner was engaged, and the types of prodnets 
upon which the learner worked. The statement shall also contain information 
concerning pertinent training in vocational training schools or similar training 
facilities, including the dates of such training and the identity of the vocational 
school or training facility. If the learner has had no applicable experience or 
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pertinent training, a statement to that effect signed by the learner should like- 
wise be kept in the employer’s records. 

(c) The records required in this section, including a copy of any special cer- 
tificate issued, shall be kept and made available for inspection at all times for at 
least three years from the last effective date of the certificate. 

Section 522.3—Amendment or replacement of a learner certificate. The Ad- 
ministrator upon his own motion may amend the provisions of a learner certifi- 
cate when it is necessary by reason of the amendment of these or any supple- 
mental industry regulations, or may withdraw a learner certificate and issue 
a replacement certificate when necessary to correct omissions or apparent defects 
in the original certificate. 

Section 522.9—Cancellation of a learner certificate. (a) The Administrator or 
his authorized representative may cancel any learner certificate for cause. 
Except in cases of willfulness or those in which the public interest requires 
otherwise, before any learner certificate is canceled, facts or conduct which 
may warrant such action shall be called to the attention of the employer 
and he shall be afforded an opportunity to achieve or demonstrate compliance. 

(b) A certificate may be canceled: (1) as of the date of issuance, if it is 
found that the applicant set forth any fact or facts in the application which he 
knew or had reasonable cause to believe to be false; (2) as of the date of 
violation, if it is found that any of its terms have been violated; or (3) pros- 
pectively, if it is found that the conditions of employment of learners have 
changed or that the purposes for which the certificate was originally issued 
no longer obtain, or if for any reason the existence of such certificate is no 
longer necessary to prevent curtailment of opportunities for employment. 

(c) No order canceling a certificate shall take effect until the expiration of 
the time allowed for requesting reconsideration or review under section 522.10, 
and, if a petition for reconsideration or review is filed, the effective date of the 
cancellation order shall be postponed until action is taken thereon: Provided, 
however, that the employer agrees in writing that if the cancellation order is 
affirmed, that the employer will reimburse any person employed under a certif- 
icate which has been canceled in an amount equal to the difference between 
the minimum wage applicable under Section 6 of the Act and any lower wage paid 
such person subsequent to the cancellation date indicated in the original can- 
cellation notice addressed to the employer, and provided further that the 
employer file with the Administrator a surety bond, or its equivalent, condi- 
tioned upon the fulfillment of such agreement. 

Section 522.10—Reconsideration and review. (a) Any person aggrieved by 
the action of an authorized representative of the Administrator denying, grant- 
ing, or canceling a learner certificate may, within 15 days after such action (1) 
lille a written request for reconsideration thereof by the authorized representa- 
tive of the Administrator who made the decision in the first instance, or (2) 
file a written request for review of the decision by the Administrator or an 
authorized representative who has taken no part in the action which is the 
subject of review. 

(b) A request for reconsideration shall be accompanied by a statement of 
the additional evidence which the applicant believes nay materially affect the 
decision and a showing that there were reasonable grounds for failure to present 
such evidence in the original proceedings. 

(c) Any person aggrieved by the reconsidered determination of an authorized 
representative of the Administrator may within 15 days after such determination, 
file with the Administrator a written request for review. 

(d) A request for review shall be granted where reasonable grounds for the 
review are set forth in the request. 

(e) If a request for reconsideration or review is granted, all interested per- 
sons shall be afforded an opportunity to present their views. 

Section 522.11—Supplemental industry regulations. (a) Upon application of 
any person or persons representing an industry or branch thereof, or upon his 
own motion, the Administrator, if he deems it advisable, may, after appropriate 
and timely notice to interested parties, cause a hearing to be held to determine 
the need for the employment of learners at wages lower than the minimum wage 
applicable under section 6 of the Act in order to prevent curtailment of op- 
portunities for employment in an industry or branch thereof; and if such need 
is found to exist, to determine the occupation or occupations which require a 
learning period and the limitations as to wages, time, number, proportion, and 
length of service pursuant to which learner certificates authorizing the employ- 
ment of learners at such subminimum wage rates may be issued to employers. 
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Such hearing shall be held before the Administrator or his duly authorized 
representative. Following such hearing the Administrator shall, by supplemental 
regulations, prescribe the conditions under which special certificates shall be 
issued for the employment of learners in such industry or branch thereof, if he 
determines that there is a need therefor to prevent curtailment of opportunities 
for employment. 

(b) The Administrator may issue a subpoena for attendance at such hearings 
to any party upon request and upon a showing of general relevance and reason 
able scope of the evidence sought. The Administrator may, on his own motion, 
or that of his authorized representative, cause to be brought before him or his 
authorized representative any witness whose testimony he deems material to 
the matter in issue. 

(c) Such supplemental regulations as are issued shall not apply to the em 
ployment of learners at subminimum wage rates in Puerto Rico or the Virgin 
Islands, unless they so provide. 

Section 522.12—-Amendment or revocation of the regulations contained in thia 
part. The Administrator may at any time upon his own motion or upon written 
request of any interested person or persons setting forth reasonable grounds 
therefor, and after opportunity has been given to interested persons to present 
their views, amend or revoke any of the terms of these regulations or of the 
supplemental regulations applicable to the employment of learners in particular 
industries. 


DEPARTMENT OF LAnor, 
OFFICE OF THE SOLICITOR, 
Washington 25, May 16, 1955 
Hon. PAUL H. Dovué.as, 
United States Senate, Washington 25, D.C. 

DEAR SENATOR DovuGLas: In accordance with your oral request at the hear 
ings on May 5, 1955, I am transmitting herewith three tables showing the elapsed 
time between the various major steps involved in the promulgation of wage 
orders in Puerto Rico from the appointment of an industry committee until the 
effective date of an order. 

You will be interested to know that the Wage and Hour Division is making 
every effort to expedite the wage order proceedings in Puerto Rico with respect 
to the recommendations of the next industry committee, while preserving to all 
parties adequate opportunity for the presentation of their cases. Considerable 
delay has ensued because of the time required to complete transcripts of the 
record in Puerto Rico. Steps have been taken to reduce this time. 

If you have any questions as to the interpretation of these data, the Depart 
ment will be glad to assist you. 

Sincerely yours, 
STUART RoTHMAN, Solicitor. 
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1856 AMEND FAIR LABOR STANDARDS ACT OF 1938 


Aprit 27, 1955. 
Hon. Stuart RoTHMaAn, 


Acting Wage and Hour Administrator, 
Department of Labor, Washington 25, D. C. 


Dear Mr. RorHMan: The testimony given up to date to the Subcommittee on 
Labor of the Senate Committee on Labor and Public Welfare, as well as the 
research undertaken by the committee staff, has shown that there is a wide gap 
between the adjustment necessary to restore the “status quo ante”—which 
necessitates an increase of the minimum wage in accordance with increases in 
the cost of living and of productivity—and the adjustment necessary to fulfill 
the objectives of the act—which depends to some extent upon the interpretation 
of a “minimum standard of living necessary for health, efficiency, and general 
well-being of workers.” 

The committee staff has just begun its critical evaluation of the testimony 
so far submitted, and is investigating certain problems which must be answered 
in order to determine how far it is possible to move within the range of inde- 
terminacy indicated above, without coming in conflict with the act’s proviso that 
substandards should be eliminated “without substantially curtailing employ- 
ment and earning power.” 

In order to answer these problems, the staff is beginning a thorough analysis 
of data submitted by the Wage and House Administrator. It needs, however, 
an elaboration of some of the data submitted, as well as certain additional 
information. As chairman of the subcommittee, may I, therefore, respectfully 
request you to submit the following data as soon as possible: 


I. Trend of overage hourly earnings, and of employment in manufacturing: 


(1) An analysis of the average hourly earnings of the 200 manufacturing 
industries for which data were available in 1950, and for those industries for 
which comparable data are available for later dates. This analysis should 
cover the period following 1933, and should produce a table similar to table 43 
on page 94 of your exhibit D. 

The committee does not object to a reduction of the number of industries to 
be included, provided there is substantial evidence of throw that a smaller 
number would give an adequate picture of the movement of overage hourly 
earnings since 1933, for (a) the high-wage subject industries, (b) low-wage in- 
dustries, (c) nonsubject industries. However, the industries selected in your 
exhibit D are not adequate because they omit such important industries as steel, 
about which the committee obtained testimony. 

(2) Charts illustrating the movement of average hourly earnings analogous 
to charts 11, 12, 13, and 14 (pp. 95-98) of your exhibit D but different in the 
following respects: 

(a) The charts should cover the period from 1933 on; 

(b) There should be separate charts portraying the absolute and the relative 
movement of average hourly earnings. 

(3) For all the industries to be included in the survey of average hourly 
earnings, the committee would like to obtain employment data also. 

(4) These employment data are also to be used to determine weighted average 
hourly earnings for the industries and groups of industries in question. 

You state in your exhibit D: 

“A simple mean (that is, with each industry weighted equally) was used 
because, for the purposes of this analysis, the wage behavior of each industry 
was considered equally significant in depicting the composite wage pattern of 
its group” (p. 93). 

The committee may agree with this statement, but for its own purposes, 
namely, to determine the possible curtailment of “employment and earning 
power”—averages weighted by employment are required. 

(5) Data thus obtained should be illustrated by charts similar to these re- 
quested under (2). 


IT. Average hourly earnings and employment by employee size of establishment, 
by size of community, and by region 

“Low wage subject industries” is one of the major classifications used in your 
analysis of the “Results of the minimum wage increase of 1950,” as submitted 
in your exhibit D. On pages 56 and 57 of this exhibit you gave data for men’s 
dress shirts and nightwear establishments, The committee would like to have 
similar data: 

(1) For all industries within the “low wage subject” industries group; 
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(2). For all industries within the “low wage nonsubject” group, provided de 
letion of the industry from presently existing exemptions has been proposed in 
any of the bills introduced in the Senate, or in the testimony given to the Sub- 
committee on Labor ; 

(3) For a few selected industries within the “high wage subject” group for 
purposes of comparison with groups (1) and (2). 

The data which the committee needs should cover: 

(a) Average hourly earnings, and 

(>) Employment. 
classified according to: (a) size of establishment, (b) size of community, 
regions. 


‘c) 


III. Productivity and technological improvements 


Your study submitted as exhibit D has various references to the impact of 
minimum wages on “technological changes such as introduction of labor-saving 
equipment or other new production methods.” (See pp. 15, 16, 32, 44, 60, 73, 89, 
and 90.) 

The committee would greatly appreciate a systematic presentation of all the 
information now in your files pertaining to ITI. 


IV. Enclosed fact sheet No. 12 of the CIO fair labor standards committee con 
tains an analysis of average hourly earnings computed on the basis of 
different methods. The committee would like to have your expert judg 
ment indicating: 

(a) whether you agree with the analysis presented in fact sheet No. 12; 
and 

(b) what your reasons are for whatever disagreement you may have with 
this analysis. 

I appreciate that substantial work is involved in assembling the data herein 
called for, but I know the subcommittee will be most grateful for your assistance 
in supplying these essentials for its study and consideration. 

Faithfully yours, 
Pau. H. DoveLas 


Unirep STATES DEPARTMENT OF LABOR, 
BUREAU OF LABOR STATISTICS, 
Washington 25, D. C., May 2, 1955. 
The Honorable PAuL H. DoveLas, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR DovuGeias: Mr. Rothman has referred to me your letter of April 
27, requesting additional data for the use of the Subcommittee on Labor of 
the Senate Committee on Labor and Public Welfare. 

Following our.discussion in your office this morning, it has been arranged 
that Mr. Blum will discuss with me, at his earliest convenience, various ways 
by which we can comply with the subcommittee’s request for further informa- 
tion on trends of average hourly earnings and of employment in manufacturing, 
so that the request will be manageable within your timetable. I am sure that 
we can provide the subcommittee with the additional data which it needs. 

With respect to the request for hourly earnings and employment by size of 
establishment, by size of community, and by region (par. II), I have explained 
to Mr. Blum that the exhibit submitted by the Department of Labor contained 
all the information on distribution of straight-time hourly earnings which is 
now available for low-wage industries. Most of these studies were especially 
undertaken by our Bureau of Labor Statistics field staff to secure wage dis- 
tributions for the low-wage industries, following the effective date of the 
75-cent minimum, and in order to trace its effects. No comparable surveys 
were undertaken in the same time span for the high-wage industries. Accord- 
ingly, we cannot be of additional help on this subject. 

We are now preparing an appraisal of “fact sheet No. 12” submitted to the 
subcommittee by the CIO fair labor standards committee, containing an analysis 
of average hourly earnings computed on the basis of different methods. This 
appraisal will shortly be forwarded to your staff. 

With reference to productivity and technological improvements (par. IV), 
there is little further material available for publication, but I will be glad to 


discuss specific points with Mr. Blum as they arise in the preparation of his 
report. 
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We are happy to be of assistance to the committee and I hope that Mr. Blum 
will keep in touch with my office for further information which you and other 
members of the subcommittee may require. 

It was a pleasure to see you today. 

Very truly yours, 
ARYNESS JOY WICKENS, 
Acting Commissioner of Labor Statistics. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 
Washington 25, May 18, 1955. 
Hon. Paut H. Dovetas, 
United States Senate, Washington, D.C. 

Dear SENATOR Doveras: This letter incorporates the remaining material re- 
quested in your letter of May 10. With my letter of May 13, I furnished informa- 
tion regarding wage order actions to reach the 40-cent minimum. 

In your letter, you raised a question as to the accuracy of the estimates of 
manufacturing coverage which were included in the interim report of the 
Administrator of the Wage and Hour Division for the period August 15 to 
December 31, 1938. It was pointed out in my letter of April 29 that the estimates 
prepared in 1988 reflected many misconceptions and lack of understanding regard- 
ing coverage under the act. This was true for the manufacturing industries as 
well as for the nonmanufacturing industries. It is estimated that about 9 million 
manufacturing employees were subject to the act when it became effective; the 
estimates shown in the interim report add to 6,743,000. 

The 1938 estimates of the number of workers paid less than 40 cents did not 
constitute an accurate summary of the actual situation. The following compari- 
sons indicate the error for two of the major groups. The interim report indicates 
that the lumber and allied products group had 111,000 receiving less than 40 cents. 
However, the 1944 annual report, a copy of which has been sent to you, shows that 
at the time data were obtained for the 1941 industry committee, 169,000 workers 
in this industry were earning less than the 35-cent rate recommended by the 
committee. For the apparel group, the interim report shows 146,000 workers 
earning less than 40 cents. The 1944 report shows that Industry Committee No. 
2, which was responsible for most but not all of the apparel group, filed a report 
in September of 1939, showing 200,000 earning less than the 32'%-cent, 35-cent, 
3714-cent, and 40-cent rates which were recommended for various segments of 
the industry. With variations such as these, it is obviously impossible to gener- 
alize regarding the possible error in the manufacturing estimates except to 
repeat that the estimates are of little value. 

The earnings figures published for general merchandise stores are based on a 
sample of establishments chosen to be representative of that industry; the earn- 
ings data, therefore, are a reliable and valid indication of the trend in average 
hourly and average weekly earnings among general merchandise stores. 

With respect to your question regarding weekly hours in retail trade, the 
Bureau of Labor Statistics’ averages do pertain to all full- and part-time work- 
ers and therefore do not represent the hours worked by full-time employees only. 
The 1950 Census of Population yielded distributions of employment by the 
number of hours actually worked during the census week, for retail trade as a 
whole as well as the lines of retail trade. These data are reproduced on the 
attached table. 

Sincerely yours, 
Stuart RornMan, Solicitor of Labor. 


. 
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Percentage distribution of employed persons in retail trade according to hours 
worked during census week, by tupe of business, 1950 










Hours reports 


Type of business 


Retail trade, total 


Food stores, except dairy products 100 2 4 2s 
Dairy products stores and milk 

retailing LOO ; i 2 *) x j 
General merchandise stores 100 { ” { { 2 
5 and 10 cent stores 100 1 12 { 29 ‘4 
Apparel and accessory stores, exclud- 

ing shoe stores 100 § 11 { st 
Shoe stores 100 7 ’ 2 27 is 2 
Furniture and housefurnishings 

stores. 100 ; ( 2 32 ; 4 in 
Household appliance and radio stores 100 2 f 2 7 $3 12 5 
Motor vehicles and accessories retail- 

ing 100 l ; | 24 1G ») 12 
Gasoline service stations 100 ‘ 8 I i! 24 17 31 
Drugstores ‘ a ; 100 6 16 3 22 31 13 “4 
Rating and drinking places 100 4 14 4 24 2 1} 11 
Hardware and farm implement 

stores __. A 100 2 , l 22 44 2 
Lumber and building material 

retailing --- 100 l 6 2 9 33 13 f 
Liquor stores : 100 2 7 4 30 $1 13 13 
Retail florists : 100 5 2 3 24 31 13 12 
Jewelry stores. _- 100 3 y 3 31 $8 12 4 
Fuel and ice retailing 100 2 8 3 35 31 12 9 
Miscellaneous retail stores- 100 2 14 13 24 21 . i8 
Not specified retail trade _ __-. 100 5 W 3 38 30 5 7 








Source: Unpublished data from the 1950 census of population; based on a 344 percent sample. 






DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 
Washington, Vay 9, 1995 


Hon. PAu H. DovuGLas, 
United States Senate, Washington, D. C 


DEAR SENATOR DOUGLAS: In the course of the hearings of the subcommittee of 
the Senate Committee on Labor and Public Welfare, which is presently studying 
wage-and-hour-law amendments, you requested that this Department furnish to 
you; (1) Any information which may be available on the economic etiects of the 
25-cent minimum wage of 1938; (2) estimates of the number of employees which 
would be brought within the coverage of the act under the Secretary's proposal 
that consideration be given to bringing in all employees of enterprises engaged 
to a major extent in commerce or in the production of goods for commerce ; 
and (3) estimates of the coverage of the various Puerto Rican wage orders. 

In addition to the information and materials already furnished to your com- 
mittee and the analyses of various bills and other materials presently under 
preparation, there is transmitted a brief statement summarizing the areas which 
would be affected by applying minimum wage protections to employees of employ 
ers who do the greater part of their business in interstate commerce. This 
excepts multistate enterprise coverage which will be dealt with separately. 

There is also enclosed a table listing various wage orders for Puerto Rico 
with estimates of the number of employees covered by these orders. Please note 
that these estimates pertain to different periods of time, and, therefore, it would 
not be possible to total them. It is estimated, however, that a total of approxi- 
mately 125,000 employees in Puerto Rico are presently subject to the minimum 
wage requirements of the act. 

I am advised that the Wage and Hour Division does not have useful infor- 
mation on economic effects of the 25-cent minimum wage when that rate was 
first put into effect. There is transmitted, however, comments made by the Wage 
and Hour Division in an early report that is informative on this point. 

Sincerely yours, 
STUART ROTHMAN, Solicitor of Labor 
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May 2, 1955. 
Hon. Stuart ROTHMAN, 
Acting Wage and Hour Administrator, 
Department of Labor, Washington, D. C. 


Dear Mr. RorHMAN: The question of the indirect effects of increases in mini- 
mum wages has been raised by several witnesses in testimony before the Subcom- 
mittee on Labor of the Senate Committee on Labor and Public Welfare. 

Your exhibit D, entitled “Results of the Minimum-Wage Increase of 1950,” 
contains, on page 8, a summary table which the committee staff has used for 
its own computation of indirect wage effects. 

In view of the importance of this issue, the committee would greatly appre- 
ciate whatever additional information you may be able to give. 

Faithfully yours, 
Pavut H. Doveras. 


UNItrep STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SoLicrror, 
Washington, May 31, 1955. 
The Honorable Pact H. DOUGLAS, 
United States Senate, Washington, D. C. 


My Dear SENATOR DOUGLAS: This is in response to your letters of May 2 and 
May 23. 

In your letter of May 2, you request additional information on the indirect 
effects of minimum-wage increases on wages of workers paid more than the 
minimum wage. Our report on the “Results of the Minimum-Wage Increase of 
1950” contains nearly all of the availab!e statistical data on this subject. Similar 
data were obtained for the seamless hosiery industry in 1940; this information 
is summar’z°d in the 1941 Annual Report of the Wage and Hour Division, a 
copy of which has been sent to you. That report also contains some information 
on a few other industries. Some general comments on the indirect effects of 
minimum wages are contained in my supplemental statement. 

Attached are tables indicating changes in gross average hourly earnings over 
the period March 1954 to March 1955 for low-wage industries. (April figures 
for 1955 are not yet available.) The industries selected include all those for 
which gross average hourly earnings data have been published by the Bureau 
of Labor Statistics, and for which the February 1955 average is less than $1.50. 
The attached tables are carbon copies. The original is being returned with the 
transcript of my testimony, in the course of which reference was made to this 
material. 

With regard to your further question about the earnings figures for general 
merchandise stores, your attention is directed to table 1 and 2 of our report 
entitled “Status of Multistate Enterprises Under the Fair Labor Standards Act.” 
Table 1 shows that about 40 percent of the employees of the multistate chain 
enterprises are employed in general merchandise stores operated by such enter- 
prises. Table 2 indicates that there is considerable variation in earnings levels 
among the various kinds of retail business, and that average earnings for general 
merchandise stores are lower than the average for other major kind-of-business 
groups. There are no separate earnings data for the multistate enterprises. 
Accordingly, there is no basis for determining the extent to which the figures 
for general merchandise stores are representative of earnings in multistate 
enterprises. 

The supplementary statement by George Meany, president, American Fed- 
eration of Labor, regarding application of learner regulations, is returned 
herewith. 

Also attached is a table summarizing additional information on industry com- 
mittee activity which was requested in your letter of May 10. This table follows 
an outline prepared by Mr. Blum. In this connection, your attention is directed 
to pages 2 and 3 of the 1941 Annual Report of the Wage and Hour Division, which 
indicates some of the factors considered in selecting industries for industry 
committee study. 

Sincerely yours, 
Stuart RotHMan, Solicitor for Labor. 
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Cumulative number and percentage of covered workers protected by 40-cent 
minimum-wage orders, by semiannual periods, 1939-/ uly 17, 1944 


As of date of wage order As of effective date of © 


sae 
i IALCE ‘ 
Period ending 
(ur ative Cumula ! ( ativ 
nu her ercen wur er Ix ‘ 
Dec 31, 1939... ae euniaieiate ' 105, +O 0 a5 OO 04 
June 30, 1940_..- : 346, + 1.7 14. SOM 
Dec. 31, 1940 54 TOO 24. Tx 
June 30, 1941_. i i . 877, 00 4.2 601, 400 ; 
Dee. 31, 1941 _. ® 067, 000 10.0 > ( 00 ; 2 
June 30, 1942 a ‘ ‘ 390, 500 16.4 ~) 18.4 
Dec 31, 1942 ‘ 4, 973, 000 23.7 4, 923, (OM 23.7 
June 30, 1943... 7 eae 5, 840, 490 23.2 5, 40, 400 “2 
Dee. 31, 1943....- . ad ‘he 16, 932, 490 81.7 14, 457, 4 60.7 
June 320, 1944. __.. “ sp onwe 20, 732, 400 100. 0 18, 582, 400 89. 6 
July 17, 1944 “ ‘ - —ai 20, 732, 40 100.0 
Source: Based on appendix table 1, 1944 Annual Report of the Waze ani Hour and Pu * Co 


Divisions, 


Manufacturing industries with gross average hourly earnings (for production 


workers) below $1.50 in February 1955-—March 1955 compared with March 1954 


4. INDUSTRIES WITH AN INCREASE IN AVERAGE HOURLY EARNINGS, MARCH 1054 
rO MARCH 1955 


Average hourly earnings (cents Average weekly hours 











Industry Daal 
Mareh Marcl 1984 Ma N 
1955 1054 Maret ) 1954 
O55 

Southern sawmills and planing millis_-- $1. 05 $1. 03 +2 13.9 42.0 
Seamless hosiery (South) - = 1.14 111 3 6.2 6 
Cc igars a 1.17 1.15 12 36. 0 36.1 
Curtains, draperies, and other house fur- | 

nishings 1.18 1. 16 2 37. ¢ 6. 8 
Tobacco stemming and redrying--- 1. 20 1.18 2 37.0 35,2 
Seamless hosiery (North) _- 1. 21 1. 20 +1 37.0 i. 1 
Knit underwear- 1. 23 1. 21 +2 39.3 35.9 
Processed waste and recovered fibers - 1. 24 1, 22 2 13.0 41.4 
Wooden containers 1. 25 1.23 +2 41.2 39.9 
Wooden boxes other than cigar ! as 1.23 +2 41.8 40.0 
Gloves and miscellaneous leather goods. l 1. 24 +] 37.0 35.7 
Yarn mills__. 1. 26 1. 24 +2 39 5.8 
Cotton, silk, and synthetic fibers (South) 1. 27 1. 26 +] 39.7 37.7 
Thread mills-_-- 1. 29 1. 26 +3 40.6 
Boot and shoe cut stock and findings 1. 36 1. 34 +2 38. 0 37 
Textile bags 5 : acd ‘ 1. 36 1.32 +4 38. 2 37.5 
Cordage and twine _- ; 1.38 1. 37 +] 40.0 39.3 
Miscellaneous wood products-- 1. 38 1. 34 +4 2. ( 40.7 
Confectionery 2. fide tua 1.39 1. 37 +2 39.5 29 
Vegetable oils__.- 1. 40 | 1. 34 | +6 44.4 46.6 
Cotton, silk, synthetic fibers (North). 1. 42 1.41 | +1 40. 2 8.6 
Fertilizers. aretenatccoen 1.42 1. 40 -2 45.4 43.8 
Manufactured ice_. 1. 43 1. 41 +2 45.4 45.6 
Confectionery and related products... 1. 44 | 1. 42 | 2 39.6 39.1 
Tobacco and snuff.._....__--- : 1. 46 1. 39 | +7 37.0 35.8 
Greeting cards............... 1. 54 | 1. 40 | +14 38.0 38.0 


| } i 





| Wooden boxes other than cigar, SIC 2444, is a subdivision of SIC 244. wooden containers 
? Candy and confectionery, sic 2071, is a subdivision of SIC 207, confectionery and related products. 
Similar published data are not available for SIC 2071 for the southern branch of the indus try. 
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B. INDUSTRIES WITH NO INCREASE OR A DECREASE IN AVERAGE HOURLY 
EARNINGS MARCH 1954 TO MARCH 1955 


| 
Work shirts . nile $0. 96 $0. 96 37.1 | 35. 2 
Women’s household : app arel 1.10 1.11 —1 37.2 | 37.1 
Shirts, collars, and nightwear 1.13 1.14 ~—1 37.1 | 36.4 
Underwear.and nightwear e aap corsets 1.14 a= 37.8 36.8 
Separate trousers 7 ; ; 1.19 | 1. 22 | —3 38.0 | 37.6 
Children’s outerwear 1. 21 1.25 -4 37.9 | 37.3 
Miscellaneous apparel and accessories 1. 21 1.21 |-- 36.9 | 36. 2 
Handbags and small leather goods 1. 25 1, 25 |. 39.8 | 39.5 
Corsets and allied garments. -- ol 1. 33 1.34 —1 36.7 36.3 
Footwear (except rubber) _____- 1. 34 1. 34 |-- 38.1 37.3 
Canvas products 1.35 BED fexccus 39.9 7.6 
Wood household furniture, except uphol- 
stered____-- 1.35 eS 42.0 | 

Narrow fabrics and small wares 1. 38 1. 38 Fareed 40.8 
Knit outerwear Ate 1.38 1.39 ~i 37.8 | 
Costume jewelry, buttons, notions 1. 46 1. 46 wacud 40.9 
Canned fruits, vegetables, and soups 1.47 1. 48 —1 | 40.0 
Bottled soft drinks. - - 1. 47 1. 48 —1 41.8 | 
Full-fashioned hosiery (South) 1.48 1.49 —1 40.1 | 
Full-fashioned hosiery (North) 1.48 | 1. 54 —6 37.9 
Women’s dresses ‘ 1. 49 1. 52 | —3 36.7 | 
Wood office furniture 1. 50 & } Sey 40.9 
All manufacturing industries -_- 1.85 1.79 +6 40.7 | 

Durable goods ike 1.97 1.90 | +7 41.4 

Nondurable goods peal 1. 68 | 1.65 $3 39.7 | 





| 


Source: U. S. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, May 1955. 
Data have been revised to Ist quarter 1954 benchmark. Revised data are presented above, and will be 
published in May 1955 issue of Employment and Earnings. 


Aprit 19, 1955. 
Hon. Stuart RoTHMAN, 
Acting Wage and Hour Administrator, 
Department of Labor, Washington, D. C. 


Dear Mr. RorHMaAN: The Subcommittee on Labor of the Senate Committee on 
Labor and Public Welfare respectfully requests submission of the following addi- 
tional material in connection with its hearings on proposed Fair Labor Standards 
Act amendments: 

(1) Recent surveys of State minimum-wage laws, their coverage and minimum- 
wage levels now in existence; 

(2) Data showing the ratio of direct to indirect increases in the annual wage 
bill of industries affected by minimum-wage legislation based on the industry 
surveys made after enactment of the 1938 act and the 1949 amendment of the act: 

(3) Percentage distribution of employees below 40 cents an hour in 1938 and 
below 75 cents an hour in 1949, according to industries and occupations specified 
in exhibits B and C, submitted to the subcommittee by the Wage and Hour 
Administrator on April 15, 1955. 

We are grateful to you for your cooperation in these matters. 

Faithfully yours, 
Pau H. Dovetas, 
Chairman, Subcommittee on Labor. 





DEPARTMENT OF LABOR, 
WAGE AND Hour ANp Pustic Contracts Divisions, 
Washington, D. C., April 29, 1955. 


Hon. Paut H. Doveras, 
United States Senate, Washington, D. C. 


Dear SENATOR Dove.as: This is in response to your letter of April 19, 1955, 


requesting additional material in connection with the hearings on proposed Fair 
Labor Standards Act amendments. 
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Enclosed is a draft of a report summarizing information on State minimum 
wage laws. Most of the information contained in the report pertains only to 
laws adopted prior to the 1955 sessions of State legislatures. A note on new 
laws adopted during the first 3 months of 1955 is appended as the first page of 
the report. <A technical review of this report is now being completed. If as a 
result of this review corrections are made in the report, I will send you a 
corrected copy. 

The only extensive information on the ratio of direct to indirect increases in 
wage bills which is available is that presented in the report entitled “Results 
of the Minimum-Wage Increase of 1950,” which has been submitted to the sub 
committee as exhibit D. To obtain such information, it is necessary to obtain 
payroll data for identical plants for a period before adoption of a minimum 
rate and a period following the adoption of the rate. Only one before-and-after 
survey of this type was made before the 1949 amendments were adopted. This 
was a survey of the seamless-hosiery industry made for the use of an industry 
committee. A summary of the seamless-hosiery study is contained in the 1941 
Annual Report of the Wage and Hour Division. A copy of this report is enclosed 

The information on the percentage distribution of employees by average hourly 
earnings as of April 1954 which has been presented to the subcommittee is much 
more extensive than the data which were available to committees which con 
sidered the 1949 amendments. Figures for major industry groups pertaining to 
July 1947 were submitted to the Committee on Education and Labor, House of 
Representatives, Sist Congress. These estimates are summarized on pages 40 
and 41 of volume I of the hearings on the 1949 amendments. At the time of the 
hearings the Department estimated that a total of 1.5 million of the workers 
subject to the act were paid less than 75 cents an hour. This estimate has since 
been revised to about 1.3 million. The decrease in the estimate resulted from 
the substantial changes in the estimated number of employed workers which 
were made after new benchmark data from the 1947 and 1948 censuses were 
obtained. 

For five of the low-wage industries the percentage of workers earning less 
than 75 cents in 1949 is indicated in our exhibit D. 

Some estimates of the number of employees receiving less than 40 cents an 
hour in September 1938 were included in the interim report of the Administrator 
of the Wage and Hour Division for the period August 15 to December 31, 1938. 
Enclosed is a copy of the pertinent table of this report. This table indicates 
that in 1938 it was estimated that only 10,629,000 workers were protected by 
the act. This figure substantially understated actual coverage, primarily because 
of lack of knowledge as to the extent of coverage in many industries, such as 
construction and banking. Later estimates, made after court decisions had 
clarified the coverage of the act, indicate that coverage in 1988 was probably 
in excess of 14 million. Because of this, and also because of the questionable 
accuracy of the information availab‘e in 1938 as to the percentage of workers 
receiving less than 25 cents, 30 cents, or 40 cents an hour, I believe the enclosed 
table is of little value. 

Sincerely yours, 
Stuart RorHMAN, 
Solicitor of Labor. 
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TaBLe 1.— Number of employees covered by the Fair Labor Standards Act, aver- 
age hourly earnings, and number receiving less than 40 cents per hour, by 
industry group, September 1938 * 





| ad Number of 
= | Average | ®™plovees 
Industry group | employees | hourly | aa 
| covered earnings? | ‘€8s than 
| (thousands) | | vee sents 
| (thousands) 
| 
Manufacturing: | | 
a caren 652 75.3 | 29 
Rae ere lee RO ee ec benceeachiosse 657 | 72.1 28 
DUMmerentiets CaNINOME oo aos ons 5 sb on sees eck | 351 | 89.7 | 1 
ee eee eee | 169 68.1 15 
Lumber and allied products__.................---.-...---- 440 52.6 | 111 
MOU er 28. So Rin sche 150 63.2 | 16 . 
Textiles and their products: | 
I ccc nine neil | 901 | 46.2 | 373 
Wearing apparel__..__._- hey Scola coatilanhtstaaeceetinaeecaeteeate 551 | 53.9 | 146 
ere pees 1k A te ey Send 242 | 52. 4 | 64 
Food and kindred products_..............-.---..--------- 678 | 57.6 163 
I ta tania tle an ecenieasnanteine } 91 45.8 36 
i Sc onatptewbeasen 406 76. 5 31 
C*emicals and allied products---.............--..--.------| 280 74.4 | 28 
I, WU oe ee OR es Bes 2 ss hai ae 102 75.8 | 8 
Not otherwise classified: 
RT sok ee a kbheunc abe 595 70.8 | 27 
PUREE eA a, Sees lec dcktbs solenkitesowe | 478 | 57.7 84 
MUIR IG IIE i hatin deals nn Sh tk eid wissen doen assed | 3, 886 | 1 68.1 216 
Total, ex*luding Puerto Rico_.............-.-.----- a, J je al 1, 376 
Total, including Puerto Rico. ..................-.-.-.-.-- OO Tiss is 1, 418 





1 Estimates by Economic Section, Wage and Hour Division. 
2 Data, from Employment and Payrolls, September 1938, Bureau of Labor Statistics, pp. 10-13. 


Source: Interim Report of the Administrator of the Wage and Hour Division, Aug. 15 to Dec. 31, 1938, 
p. I-19. 





MAy 10, 1955. 
Hon. STuART ROTHMAN, 
Acting Wage and Hour Administrator, 
Department of Labor, Washington 25, D.C. 


Dear Mr. ROTHMAN: Thank you for your letter of April 29. 

In the last paragraph of your letter you indicate the shortcomings of the 
1938 data. We assume, however. that the data for manufacturing—as given in 
table I attached to your letter—are fair!y accurate. Or do they have to be quali- 
fied because of questionable accuracy? If this should be the case, could you 
estimate the possible error of these data for manufacturing? 

The 40-cent minimum was first reached in September 19389. By July 1944 
all industries in the continental United States had reached the 40-cent minimum. 
The committee would greatly appreciate an analysis of this development in terms 
of (1) industries reaching the 40-cent minimum, (2) percentage of workers 
reaching this minimum. 

The question of average weekly hours and earnings in those branches of retail- 
ing which are affected by the proposal of the Secretary of Labor to extend the 
coverage of the act has been raised repeatedly. The committee wou'd like to 
have the following statements verified: (1) that the rate for general merchandise 
stores, as given on page 106 of the Bureau of Labor Statistics publication Em- 
ployment and Earnings, May 1954 is the most representative rate for the purpose 
indicated; (2) that the average weekly hours, figures listed on the same page 
of this publication are spurious averages mainly due to the high percentage of 
part-time employees in retailing. If your answer to the second statement is in 
the affirmative, the committee would like to have data on average scheduled 
hours, and hours actually worked by full-time employees in various branches of 
retailing. Perhaps you could include this information in your brief containing 
the statistical material relevant to the Secretary of Labor's recommendations. 

The committee is also confirming a previously made oral request for employ- 
ment data from 19388 to date for all occupations and industries listed on your 
relense G-430 (Review June 1953) entitled “Minimum Wage Rates in Puerto 
Rico under the Fair Labor Standards Act as amended.” 

Your continuing cooperation in furnishing these data is appreciated. 

Faithfully yours, 


Pau H. Dovetras. 
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DEPARTMENT OF LABOR, 
BuREAU OF LABOR STATISTICS, 
Washington, D. C., May 26, 1956 






Hon. Paut H. Dovetas, 
Chairman, Subcommittee on Labor, 
Senate Committee on Labor and Public Welfare, 
Capitol Building, Washington, D. C. 


“7 


Dear SENATOR Dovcias: In your letter of April 27 you asked the Bureau of 
Labor Statistics to comment upon Bureau of Labor Statistics’ expenditure data 
used in the CIO fair labor standards committee fact sheet No. 15. 

In the estimates of the increased buying power which would be generated by 
increased minimum wages, use was made of data from a special tabulation of 
the Bureau of Labor Statistics’ Survey of Consumer Expenditures in 1950, fur- 
nished to Mr. Solomon Barkin in a letter dated February 18, 1955. These data 
show expenditures of urban families and single consumers for major groups of 
commodities and services at the $1,500 income level, and the additions to expendi 
tures with successive increases in income. (Copy attached.) 

In fact sheet No. 13 there is first estimated the additional total income in the 
United States that would result from raising the minimum wage from $0.75 per 
hour ($1,500 per year) to $0.90, $1.00, $1.10, and $1.25 per hour, using a 2,000 
hour workyear. (It should be noted that the number of workers assumed to be 
affected directly by the increase in the minimum to these various levels are Mr. 
Barkin’s estimates and not those submitted in the exhibits by the Department 
of Labor.) Using the expenditure figures wh'ch the Bureau supplied, an esti 
mate was then made of how the total estimated additional income would be dis 
tributed among various groups of commodities and services, and the reduction 
of indebtedness. We have verified the expenditure proportions and they repre 
sent the proportions shown in the Bureau's figures. 

The conclusions regardirg benefits to various industries and to the standard 
of living for families were made by the CIO committee. The Bureau does not 
have the necessary information on which to base comments on these points. 

The committee may wish to note that the distribution of expenditures for maior 
groups of commodities used in these estimates differs from that used in the 
Bureau of Labor Statistics’ estimates of price changes for low-income families 
for the period January 1950 to March 1955, presented to the committee in my 
testimony on May 18. The differences arise because (a) the distribution used 
in fact sheet No. 13 includes expenditures of single consumers, whereas only 
families of two or more were used in the Bureau of Labor Statistics’ estimates, 
and (b) these distributions are associated with specific income levels: e 
$1,500, $1,800, etc., rather than with an average for broad groups: e. g., und 
$2,000. 

Very truly yours, 


y 
me 
er 


ARYNESS Joy WICKENS. 
Acting Commissioner of Labor Statistics 


STATE OF New York, 
DEPARTMENT OF LABOR. 
New York 13, N. Y., May 5, 1955 
Senator Paut H. DoucG.as, 
United States Senate, 
Committee on Labor and Public Welfare, 
Washington, D.C. 

DerAR SENATOR DovuGias: Since 1937 the New York State Department of Labor 
hes conducted annual survevs of the cost of adequate ma’ ntenane> and rrotection 
of health of an unmarried working woman living as a family member in various 
New York State communities. In 1953 and 1954, the survey covered only New 
York City. 

The enclosed report, Cost of Living of Women Workers, New York State, 1952, 
is the most recent report available which describes the composition of the budget. 
Substantially the same budget was used in the 1954 survey. The number of rides 
on public transportation, however, was reduced to eight round trips a week, in 
view of the decline in use of public transportation. A copy of our latest report 
wi!l be sent to you as soon as it is available for distribution. 

More detailed descriptions of some of the budget items which are probably not 
described in the report in sufficient detail for your use are attached. 

In general, the annual cost of each item in the budget is obtained by multiplying 
the average price of the item by the quantity needed annually. For each item 
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in the food budget, separate average prices are obtained for chain and independent 
stores; these averages are then weighted by the relative amount of trading in 
chain stores and independents. The total cost of living in each community is 
obtained by adding the annual cost of all the items in the budget. The cost of 
living in New York State is obtained by weighting the costs in large and small 
communities according to population. 
If you have any further questions, we shall be pleased to answer them. 
Very truly yours, 
Isapor LUBIN, 
Industrial Commission cr. 


(The report enclosed with Mr. Lubin’s letter is in the Committee 
tiles. ) 


TABLE 1.—Housing 


The allowance for housing covers the working woman’s share of the family’s 
expenses for rent and for fuel for heating, lighting, cooking, and refrigeration. 
For each community the working woman’s share of housing costs is obtained by 
dividing the average cost of the housing budget by the average size of household 
in New York State as a whole. 

The following are the annual fuel allowances used in computing the total 
housing cost for each dwelling unit where the cost of fuel, gas, or electricity 
is not included in the rent. 


Lighting and small appliances: Electricity____._._-___---~- kilowatt-hours__ 300 
Cooking : 
PE ae eg fees eee ean Se ers acerca Sect nadie anaemia aise’ taniaik cea 120 
Electricity_____-—- tee ee re ae kilowatt-hours__ 1, 200 
Refrigeration: 
SEEN on SiS ee ea ls ate ete ee _do 480 
Neen neo ies Sic wascnientrapinaniewananinaneedicly therms_— 100 
Hot water: 
Meee ae oe Se ete al ate ci ee Aiea ta oa tons__ 2% 
NN ene ee cae a ire ae gallons... 300 
Oe een asp ie eee therms__ 240 
ee ee dd btn aibrainseaem enews kilowatt-hours__ 4, 200 


Heating (allowances for New York City: allowances in other communities 
depend on the length and severity of the cold season, as measured in 
normal number of degree-days) : 


Fe Ta cee toes mime basiberaelin tons__ 8 
ee i ae eae a a hs bc desea tac doenme ain oes gallons__ 1,300 
a el therms__ 1, 400 


TasLe 2.—F'00d budget * 


Annual allowance 








Item i SASS 
Unit | Quantity 
oni hie “ =e — siateieaiaiit a = 
Dairy products: 
I ae ps alle a eee CO 16 
Milk, fresh - Se eager aes ea eaten Se Se ake eee RS een conc, at 18214 
Milk, evaporated _. sina nacestas Lupbcctveck dad) ARERR Sok | 26 
ae et Chiete ince Gre | PE ecciBsceveoaues 26 
Cereals and bakery products: 
I Sa et oe Lnalcdbaccndacceecaucuceneces Pete. e235 SI 85 
I I a a a re ee ce spices ok 5 
Rye bread aiicidnaaint dec eag Rigie Yds ba nbietieds masa a 15 
RCC e cee tree 86 pt Fs Se ee pints eaen aural 26 
ei ee ew cngumene err eee SG nbs wca ater as te 7 
i OE ee nbd dadabedsGceb~tidabaitncd | ee -| 35 
ered tel i a ae eB a 7 
Neen eee ene enn eee nnn ca lmnon rere cha caies <a | 7 
I tet estes Galle oe eee Bat cel ask kOe oe Teese We Sl SE 3 
Fats and oils: 
a wl ei Ne ace | 4 
Ne ee ee ol cates avbdnncoasthicolenaed Oe ee nee | 7 
I cons J eee oe toe ee ee Os decbdcsasbe ae WS dh tke downed 7 
I ore Bas lek nel beh ticakede owe sth OGe cet Helicctal 6 
i ee. cnt midieskmmeinoreds eee 11 
ac 5 <<onekt Lb Ree ARE enbindc ccnbedis dy crear ice neeke ee ae ee ween ete 7% 


See footnotes at end of table. 
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TaBLe 2.—Food budget ‘—Continued 


Annual allowance 


Unit Quantity 





Pound 324 
do 4 
.do 6 


do 
do 


Carton (6 bottles) 
Dried beans and nuts: 


Pea or navy beans Pound 

ES I a ; ; ’ ..do 
Tomatoes, citrus fruit: 

ES Eee ee ‘ Dozen 

Orange juice, frozen concentrate siewtiile 6 ounces 


Grapefruit juice. _........ / al Pound 
TR IIE. wou scdccccccscccs do 
os do 
Potatoes, sweet potatoes: 
Pie cette ia memes 
Oye . 
Leafy, — and yellow vegetables: 
Cabbage 


eae dar dnceaeeneevie eee 
i cicinen cncdincescecere ‘ 
Green beans, canned 
Peas, canned 
Peas, frozen 

Other fruits and vegetables: 


(oa aaa EE oe 
. “TOS a 
Pineapple, canned 


Strawberries, frozen................_.. rdae 
Meat, poultry, and fish: 


wowmoe cm 


Veal roast Geemmiider)........................ 
Pork chops, loin 
Ham, smoked-.._....- 
Lamb, leg “ 
Lamb chops, loin 
Chicken, frying 
Liver, beef 
— i aes ean ‘ 
Frankfurters__.........._.- So besheus ct wacude ; 
Luncheon meat, canned__.........._..____.-- Ebb eee ale aa 
 seaeecuceecs ‘ 
Salmon, pink, i se Ae i ; 
Fish, fresh or frozen 

Miscellaneous, condiments, etc.?_.................-..---- 


oS 


Snewwneo- ww 


' The individual items in this food budget were selected as representative of the many different foods that 
people consume. 


he budget provides all the food needed by a moderately active woman. In order to provide for lunches 
while at work, 25 percent of the cost of this food budget is deducted, and the cost of lunches bought away 
from home for 5 days a week is substituted. 
2 1% percent of cost of other food items. 


May 2, 1955. 
Dr. Emerson P. Scumipt, 
Director of Research, Chamber of Commerce of the United States, 
Washington, D. C. 

Dear Dr. Scohmmpr: The members and staff of the Subcommittee on Labor of 
the Senate Committee on Labor and Public Welfare are in the process of care- 
fully examining your testimony to the subcommittee. 

As chairman of the subcommittee, I would greatly appreciate it if you would 
clarify the following questions: 


62569 O—55——-40 
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(1) On page 19 of your prepared statement, you list the direct and indirect 
costs of raising the minimum wage to 75 cents an hour in 1949: 


Relative cost of direct and indirect wage increases 


Southern Unweighted 


shirts sawmills average 
| 


| 
| 
| 
| 
| 


-— 
Annual cost per 100 workers of— | Fertilizer Men’s dress 


| 
| 


Raising wages up to 75 cents per hour | $3, 800 | $6, 600 | $12, 200 | $7, 500 
Raising wages above 75 cents per hour_...______! 3, 400 14, 600 3, 400 | 7, 100 





On the preceding page you indicate that these are “estimates,” and in a foot- 
note on page 19 you refer to pages 21, 36, and 48 of the Wage and Hours and 
Public Contract Division’s publication entitled “Results of the Minimum Wage 
Increase of 1950.” 

The staff of the subcommittee could not ascertain how you arrived at your 
“estimates” on the basis of the data to which you are referring. 


On page 8 of “Results of the Minimum Wage Increase of 1950,” the following 
information is given: 


Wage bill increase 


Estimated 
required 
direct 
(before) 


Percent 
Southern sawmilling 


ne ees mipiinwiinahimeiaemanmaian 

Men’s seamless hosiery 

Wood furniture ; () 
Fertilizer (3) 





1 Less than 4% percent to 1 percent. 
2 Minus 1 percent to plus 1 percent. 
3 No estimate. 


The committee fails to see how you arrived at your estimates, in view of these 
data, and would appreciate a clarification of this issue. 

(2) You are undoubtedly aware of the fact that the relatively high increase 
of indirect cost in men’s seamless hosiery has been largely due to “the prevalence 
in the industry of the piece-rate pay system.” Where piece rates wére increased 
to enable slower workers to earn at least the 75-cent hourly wage, faster workers 
already making 75 cents or more an hour at the old rates were able to raise 
their average earnings. 

A similar indirect wage effect occurred in the “men’s dress shirt and night- 
wear industry * * *” (op. cit., p. 68). 

It should be pointed out in passing that these firms were not forced to adjust 
wages in this manner. They could have simply made up the difference between 
the legally required minimum and piece-rate earnings without adjusting the 
piece rate. However, this is not the question at issue. The committee would 
like to have whatever data you may have showing the significance of piece-rate 
pay systems in the industries affected by minimum-wage legislation. 

Your cooperation in furnishing this information will be greatly appreciated. 

Faithfully yours, 


Pau. H. Dove.as. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. 0., May 6, 1955. 
Senator Paut H. Dovuetas, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear SENATOR Dovetas: I have received your letter of May 2, in which you 
request clarification of the table on page 19 of our prepared statement and any 
data we have on the significance of piece-rate systems in industries affected by 
minimum-wage legislation. 
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The summary figures appearing on page 19 are based on the tables appearing 
on pages 21, 36, and 48 of “Results of the Minimum Wage Increase of 1)),’ 
which we quoted on page 18. 

Close examination of these original tables re~ 2als two decided shifts: (1) from 
below 75 cents to 75-84.9 cents; (2) from 75-84.9 cents to 85-4.9 cents and 
corresponding shifts in succeeding higher wage groups. 

The latter provides a rough guide to the indirect wage effect of the higher 
minimum in these particular industries in the short run. However, the signifi 
cance of this effect is difficult to ascertain from the original data. 

The summary figures of page 19 were computed in an effort to make this in- 
direct effect more readily discernible. 

The first step is to think of the percentage figures as absolute numbers of 
workers in a plant with a labor force of 100. This hypothetical plant represents 
the average for the industry as far as wage increases are concerned. 

The next step is to assume that, on the average, a shift by 1 worker from 1 
wage level to the next highest represents an increase in his hourly pay of 10 
cents an hour, or roughly $200 per year. 

Now let us examine the wage distribution of our hypothetical 100 workers in 
the period following the minimum-wage increase. What we want to determine 
is this: How many at each level had risen from the next lowest level in the 
period preceding the minimum-wage increase? And how many at each level were 
at the same position as before? 

Thus for the fertilizer industry, we find the following figures : 


(A) (B) (C) (D) (F) 


Distril ‘tion,| Distribution,| Number of | Number of 
ee eae March, wil) AprilMay | which had {which had not 


increased | increased 


Under 75 cents 

75 to 84.9 cents... 

85 to 94.9 cents _ _. 

95 to 104.9 cents -. 

105 to 114.9 cents... -..---.--- ; 

115 to 124.9 cents 

125 cents and over ; 13 


101 36 65 


Columns D and E represent the distribution of column C according to the 
number which received wage increases (col. D) and the number which did not 
(eol. E). 

It will be noted that column B adds to 101, due to rounding. This produces a 
discrepancy at the level of 75 to 84.9 cents between column C and the total of 
columns D and E. In the fertilizer industry, this discrepancy gives a bias to 
indirect wage effects. However, it is balanced by a discrepancy in the other 
direction in the southern sawmills industry (where the percentage figures for 
October to December 1949 add to 99, due to rounding). 

Column D represents the number of workers who received wage increases in 
an average plant of 100 workers. 

In column D, the figure of 19 represents the number whose wage boost was 
required by the law. The other figures, totaling 17, represent the number receiv- 
ing wage boosts to levels not required by the law. 

At $200 per year (see above), the direct wage effect was $3,800 per year (19 
times $200). The indirect wage effect was $3,400 per year (17 times $200). 
These are the figures in our summary table on page 19. 

These figures were designed simply to highlight the importance of indirect 
wage effects in 1950. The figures given on page 8 of “Results of the Minimum 
Wage Increase of 1950” show the same effect in a different way. Both sets of 
figures do not tell a complete story, of course. 

In your letter, you refer to the prevalance of piece-rate systems as a factor 
in indirect wage increases—that is, to the fact that some indirect wage increases 
are not required by law, but result from the raising of piece-rate earnings. 

As you state in your letter, “this is not the question at issue.” The point is 
that none of the indirect wage effects are required by the law. As a mattter 
of practical necessity, however, such indirect increases result whenever the mini- 
mum wage is raised, whether threugh the operation of piece-rate systems or 
the adjustment of hourly rate pay. 
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We have no additional data on the significance of piece-rate systems in affected 
industries. 

On the question of indirect wage effects of minimum-wage legislation gener- 
ally, there would appear to be little statistical material available. This lack of 
empirical evidence stems more from the nature of the subject than from the 
inattention of research workers. There is no way to isolate the effects of a 
minimum wage, particularly indirect effects. 

Should the staff of the committee discover further avenues of research, how- 
ever, in this or any related field, our staff would be glad to assist in any way. 

Cordially yours, 
Emerson P. ScHMIDT, 
Director, Economic Research Department. 


May 17, 1955. 
Dr. EMERSON P. SCHMIDT, 
Director, Economic Research Department, 
Chamber of Commerce of the United States, 
Washington 6, D. C. 


Dear Dr. Scumipt: Thank you for your letter of May 6. The members and 
the staff of the Subcommittee on Labor of the Senate Committee on Labor and 
Public Welfare have examined your data. It was of great value for the com- 
mittee to know the assumptions on the basis of which you arrived at your ratio 
of direct to indirect increases in wages. It seems that besides the assumptions 
listed in your letter, your figures are based on the two additional assumptions: 
(1) That there was no change in the total number of employees; and (2) that 
there was no turnover whatsoever during the two periods which serve as a basis 
for your comparisons. 

We may mention in passing that these additional assumptions, particularly 
assumption (1), are incompatible with your thesis that minimum wages would 
have detrimental effects on employment. However, the committee considers this 
to be a minor point, because your whole example is obviously an exercise in 
arithmetics rather than a proof of any economic implications of minimum-wage 
legislation. In order to prove the contrary, either (a) you would have to show 
that the figures given by the Department of Labor (quoted on p. 2 of your letter 
of May 2) are erroneous or not applicable, or (b) you have to explain the dis- 
crepancy between your data and the information given by the Wage and Hour 
Division of the Department of Labor. 

In saying this, I do not want to imply that the committee considers the in- 
formation given by the Department of Labor as conclusive evidence for the 
general indirect effects of increases in minimum wages. The committee has 
made its own estimates which are somewhat higher than the Department of 
Labor data indicated. However, the problem under discussion arises because 
you use these very figures as a basis for your computations. It is for this reason 
that the committee cannot consider them as valid unless you explain the existing 
discrepancies. 

Your cooperation in clarifying these issues will be appreciated. 

Faithfully yours, 
Pau H. DoveG.tas, 
Chairman, Subcommittee on Labor. 
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CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington 6, D. C., May 20, 1955 
Senator Paut H. DovuGLas, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
United Statcs Senate, Washington 25, D. C. 


Dear SENATOR Dovetas: I have received your letter of May 17 

With regard to our figures on direct and indirect wage increases, you suggest 
that two additional assumptions are necessary: (1) That there was no change 
in the total number of employees; and (2) that there was no turnover 

The first assumption is implicit in our figures, of course. Nevertheless, this 
is not incompatible with our comments on the possible unemployment effects 
of minimum wages. Our position has been that a minimum wage will require 
either unemployment or price increases. You may recall that we discussed this 
point with reference to the French experience during my testimony on Apri! 29 
It would appear that the minimum wage increase of 1950 was largely absorbed 
by inflation. 

The need for the second assumption is not clear. It does not matter what 
particular employees are paid a higher wage bill; the cost will be the same, 
whether turnover is involved or not. This second assumption seems entirely 
unnecessary. 

It is difficult to see how there is any discrepancy between our figures and 
those of the Labor Department. Ours are based entirely on theirs, and are 
merely presented in a different manner. 

I would agree that no useful purpose is served by further “exercise in arith- 
metic.” If you will refer to page 11 of the supplemental statement of the 
Solicitor of Labor, of May 18, you will find ample evidence that minimum wage 
increases have substantial indirect wage effects. 

Should further clarification of this issue be useful, I would suggest direct 
consultation of our staff with yours. 

Cordially yours, 


Emerson P. ScHMIDT, 
Economic Research Department. 
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PREFACE 


“Substandard Conditions of Living, A Study of the Cost of the 
Emergency Sustenance Budget in Five Textile Manufacturing Communi- 
ties in January-February, 1944” was presented on March 27, 1944 to the 
National War Labor Board as part of the statement of the Textile 
Workers Union of America in support of its request for a 60 cents 
minimum wage and a uniform occupational rate structure for the 
cotton-rayon textile industry. 


The Textile Workers Union of America petitioned the National War 
Labor Board to “correct substandards of living” prevailing in the tex- 
tile industry. The President, and Congress have on numerous occasions 
directed the National War Labor Board to eliminate substandard condi- 
tions, since they affect the health and efficiency of American workers, and 
thereby obstruct the production of vital materials necessary for the con- 
duct of the war. 


This nation assumed world leadership in the elimination of poverty 
and in the realization of Freedom from Want. It is the declared policy of 
the government to assure at least the minimum of sustenance to our peo- 
ple and to banish the stigma underfed, under-clothed, and under-housed 
from every section of our population. 


The cotton-rayon textile workers, the largest single industrial group 
in this country, suffer from inordinately low wages which doom them 
to poverty and substandard conditions of living. The Textile Workers 
Union of America petitioned the National War Labor Board to ap- 
prove a stopgap minimum of 60 cents for the purpose of alleviating these 
substandard conditions of living. 


To furnish the National War Labor Board with authoritative mate- 
rials on the minimum income necessary to eliminate substandards of liv- 
ing, the TWUA Research Department investigated in five texile com- 
munities in January-February, 1944 the cost of the emergency budget 
developed in 1935 for relief purposes by the Works Progress Administra- 
tion. This budget for a family of four, consisting of a working husband, 
a wife and two children of 13 and 8 years of age, is the lowest cost 
budget developed by governmental or private agencies which is sufficient 
to maintain a worker and his family for an emergency period though 
not over any prolonged period. 


The present survey of the cost of the WPA emergency budget is 
based upon the same procedures, practices, articles and allowances as 
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the 1935 WPA survey. This survey is based on the most conserva- 


tive possible pricing of the budget. It represents the minimum cost of 
this budget to workers in the five surveyed communities. 


The present survey does not take into account such special war time 
factors affecting workers’ budgets as black markets, quality deterioration, 
upgrading, trading-up, nor does it allow for war-created special living 
conditions such as increased expenditures for transportation, mainte- 
nance of multiple homes, or moving expenses. 


The WPA emergency budget was priced because it represented the 
lowest conceivable budget which could be proposed for active, patriotic, 
self-supporting, self-respecting American workers. In fact, the budget 
is one intended in the first instance for families on relief rather than 
for productive workers in American war industry. It does not provide an 
American standard of living, nor a maintenance or comfort standard. It 
allows only for a sustenance level of living for a limited length of time. 


The Textile Workers Union of America presents this budget as the 
lowest measure which could be adopted by any American governmental 
agency for the determination of substandards of living. No American can 
safely argue that any lower standard can serve as a measure of the ade- 
equacy of living standards. All families with lower incomes than the 


amount required by this budget are necessarily living under substandard 
conditions of living. 


Workers who do not earn enough to maintain this standard of living 
must have their earnings raised to assure at least this minimum income 


standard. 


This survey of the cost of the WPA emergency budget in five tex- 
tile communities is presented to governmental and public bodies charged 
with the correction of substandard conditions of living with the chal- 
lenge that it is their responsibility to assure American workers an in- 
come at least sufficient to meet this minimum standard of living. 





CHAPTER 


II 


Ill 
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INTRODUCTION 


The Textile Workers Union of America has always demanded that 
employers in the cotton-rayon and other divisions of the textile indus- 
try adopt a minimum wage adequate to provide a decent standard of liv- 
ing for all workers in the industry. The extension of union organization 
in the industry has increased the possibilities for realizing this goal in an 
orderly and progressive manner. The TWUA was most active in urging 
the realization of the 40 cents minimum under the Federal Wage and 
Hour Law. It has subsequently availed itself of the processes of collective 
bargaining to raise these wages, again for the purpose of maintaining 
decent living standards. 


In 1942 the TWUA initiated a general wage movement to correct sub- 
standard conditions of living in the cotton-rayon textile industry. This 
movement reached the National War Labor Board as a dispute case. 
Many hearings were held in which the TWUA argued that wages 
were low and substandard. Four of the five members of the Panel 
considering the case found “that a general wage increase should be pro- 
vided in order to eliminate substandards of living.” They felt that 
“current average wages of $.496 per hour in the South and of $.575 
in the North were substandard in terms of minimum budgets of health 
and decency.” The National War Labor Board agreed that the “tex- 
tile average wage is low.” But its final decision granting a 7.5 cents per 
hour increase was awarded not in terms of this substandard condition 
but to correct wage inequalities and to align the wages of the plants un- 
der discussion with the rates existing in plants which had granted vol- 
untary wage increases during the course of the War Labor Board pro- 
ceedings. The National War Labor Board “did not rule upon the ques- 
tion of possible substandard wages in the cotton textile industry” (2 
War Labor Reports 345.) 


The National War Labor Board is directed by executive order to 
correct substandards of living among American workers. Low wages 
have a depressing effect upon the worker and upon production. They 
cannot be tolerated in our American economy particularly during war 
periods. 


Action to correct substandard conditions is long overdue in the cotton- 
rayon industry, the largest single industrial group with the lowest wages 
in American industry. These low wages are handicapping the workers 
and obstructing production. They are preventing the industry from tap- 
ping potential manpower reserves. These substandard conditions of liv- 
ing must therefore be eliminated for effective prosecution of the war effort. 
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1. The Budget Approach 


The present survey provides a measuring rod for the determination 
of substandards of living. It is based upon a fixed, well-conceived and 
defined budget of an emergency sustenance standard of living. This 
method of measuring the adequacy of wages has previously been adopted 
by governmental agencies and arbitrators in wage cases. The National 
War Labor Board of World War I declared that “the right of all workers 
including common laborers to a living wage is hereby declared. In fixing 
wages, minimum rates of pay shall be established which will insure the 
subsistence of workers and their families in health and reasonable com- 
fort.” (U. S. Bureau af Labor Statistics, Bulletin 287, p. 94.) 


The state minimum wage laws for women and minors have made it 
obligatory upon their enforcement bodies to establish minimum wages 
equal to the amount needed to provide a proper living. They have been 
required to take into account the cost of adequate maintenance in the 
establishment of the minimum wage. 


It has been a common practice among arbitrators in wage disputes to 
use the cost of a minimum budget in determining the merits of the cases 
at issue. Individual Regional War Labor Boards have consulted pub- 
lished budgets to determine their definition of substandard wages. 


The TWUA urges the National War Labor Board to consider the 
maintenance budget in establishing the demarcation between standard 
and substandard wages. 


While some may argue that the National War Labor Board should not 
raise wages to the maintenance level, and thereby assure American war 
workers an American standard of living, there can be no argument that 
whatever budget is utilized it must be sufficient to sustain the Ameri- 
can worker. There is an irreducible minimum of income which work- 
ers must be guaranteed if they are to keep life and limb together 
and if they are to preserve their usefulness as workers. The maintenance 
of the workers’ productivity even for the short-run requires a mini- 
mum of income. This standard cannot be breached. This sustenance 
wage must be assured to American workers. It is the rock-bottom be- 
low which the earnings must not be allowed to fall. 


This budget at the sustenance level was developed by the Works Prog- 
ress Administration in 1935 as a standard for emergency conditions 
during depressions. It is a budget which cannot be depressed without 
doing real immediate harm to the worker. Fair-minded Americans will 
agree that it provides the minimum essentials and no more. It is the 
least that must be assured American workers. 


The Textile Workers Union of America undertook a survey to de- 
termine the cost of this WPA minimum sustenance budget precisely be- 
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cause it represented the lowest conceivable budget which could be con- 
strued to provide standard living conditions. This report deals with the 
survey made during the last weeks of January and the first weeks of 
February, 1944, in five textile communities, three of which were located 
in New England and two in the South. It is the first time this budget has 
been priced since 1935 and is the first survey of its kind for textile 
workers. 


2. The Development of the Budget 


The budget for the emergency standard of living was developed by the 
Works Progress Administration to guide its administrative organiza- 
tions. The WPA developed one budget for a “basic maintenance stand- 
ard of living” and one “for operation under emergency conditions.” The 
latter budget was selected for the present survey. The detailed contents 
of this budget are outlined in the Works Progress Administration publi- 
cation entitled “Budgets for Basic Maintenance and Emergency Stand- 
ards of Living.” It specifies in detail the items aid the quantities of all 
commodities and services included in the budget and describes the pro- 
cedures for calculating the final costs. 


The WPA budget was developed in 1935. One major modification was 
made to adjust it to current conditions after consultation with the U. S. 
Bureau of Labor Statistics. The low-cost family food plan developed by 
the Bureau of Human Nutrition of the U. S. Department of Agricul- 
ture was substituted for the food budget employed by the WPA. Also, 
provision was made for union dues; the original budget intended pri- 
marily for the guidance of relief authorities did not include this item. 


The Bureau of Labor Statistics aided the TWUA Research Director 
in preparing this survey by developing adequate specifications for all 
items to be priced. To determine the cost of commodities and services 
such precise definitions are indispensable. The food specifications em- 
ployed in the survey were identical with those customarily employed 
by the Bureau of Labor Statistics in its own food surveys. Special 
sets of specifications were developed for men’s clothing ; women’s cloth- 
ing; boy’s clothing; girl’s clothing; shoes; household furniture and 
floorcoverings ; household equipment and electrical appliances; textile 
furnishings ; shoe repair ; transportation ; motion picture; medical care ; 
personal care; drugs; petroleum products; ice; cleaning supplies and 
sundries, The specifications for the other items are clearly described in 
the publication, “Quantity Budgets, etc,” 


In addition the Bureau of Labor Statistics priced many items of an 
incidental type generally bought in limited price variety stores, retail 
outlets of mail-order chains and chain grocery stores. The original pric- 
ing undertaken by the WPA had used uniform prices for these items 
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for all cities. The Bureau’s pricing of these items assured complete con- 
formance of the quality of this merchandise with emergency living stand- 


ards. It also eliminated the need for detailed specifications for these 
commodities. 


The specifications were all intended to maintain the same quality 
standards employed by the WPA survey in 1935. These standards called 
for the least expensive types of merchandise. The detailed character- 
istics of the individual commodity groups are summarized in the respective 
chapters. 


The items, quantities, and specifications for all commodities and serv- 
ices except food conform completely with those used in the WPA sur- 
vey. The Bureau of Labor Statistics which supervised the pricing of the 
1935 budget similarly prepared the materials, specifications, and direc- 
tions for the present pricing of the WPA emergency budget. 


3. Cities Surveyed 


The present survey was restricted to communities in which cotton- 
rayon mills predominated and which were characteristic of the respec- 
tive areas. The original plans provided for a survey of four cities in 
New England and four in the South. Facilities and the time schedule al- 
lowed only for the completion of the survey in three New England and 
two Southern communities. The New Bedford, Mass., survey was made 
from January 18-29, 1944; Lewiston-Auburn, Maine, January 27 to 
February 1; West Warwick, R. I., February 2-4; High Point, N. C., 
February 1-5; and Henderson, N. C., February 7-12, 1944. 


The survey concentrated on the sections of each community in 
which textile workers live and where textile workers make their pur- 
chases. In New Bedford, the survey included primarily the North 
End, South End and Center. In Lewiston-Auburn, the investigation was 
carried on in the worker’s areas and the central business areas. In West 
Warwick, the prices were collected from stores in the central business 
area and two smaller outlying business areas. In Highpoint, commodities 
were priced in the worker’s area and in the city. In Henderson, prices 
were collected both in the mill villages in North and South Henderson 
and in the center of the city. 


This price survey was more particularly concentrated in worker’s buy- 
ing areas than is customary in pricing investigations. 
4. Organization of the Survey 


The survey was conducted with the full cooperation of the Bureau of 
Labor Statistics. The Bureau assigned an experienced district super- 
visor to instruct the “staff in methods of securing information on prices 
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similar to those used by the Bureau of Labor Statistics in its regular 
cost of living and budget surveys and also in statistical methodology for 
selecting representative stores.’’ The staff in each instance was headed 
by a representative of the TWUA Research Department. Permanent 
staff persons were trained to price all commodities for both the northern 
and southern areas. Volunteers were used to price food commodities. 
They were carefully instructed either by the representative of the Bu- 
eau or the TWUA supervisor. All phases of the budget and all supple- 
mentary information were gathered concurrently. Cooperation was free- 
ly obtained from store proprietors and managers and commercial and 
public organizations. Genuine interest was manifested by all. 


5. Sampling and Pricing 





The stores were selected with extreme care to obtain a representative 
sample. In each area, the location of textile workers’ buying areas was 
determined through interviews. Commodities other than food and rents 
were priced in a wider area which included other low income purchas- 
ing districts. Lists of stores were compiled from business directories and 
other available sources. Stores outside of workers’ areas were eliminated 
as were also fancy, mill-end and second hand stores. The stores to be 
priced were selected at random from these lists. In Henderson, N. C., all 
village stores were priced. In High Point, N. C. and West Warwic-., 
R. L., field representatives visited every store on the edited lists, except 
for the food group for which a random sample of stores located in the 
workers’ living and shopping areas was selected. The price investigators 
were assigned the stores which were to be priced. 


All prices were secured for the commodities described in the speci- 
fications. These specifications were shown to the store proprietor or 
manager and further instructions given where necessary so that the 
commodity whose price was reported would represent the type, quality 
and grade required. Where specified items were out of stock or not car- 
ried and the investigator secured the price of an available substitute item, 
the differences between the specified item, and the substitutes for which 
the prices were obtained were noted on the price schedule. 


6. Editing 


All price reports were edited within the city in which the survey was 
made. Errors or questions were immediately reviewed with the indi- 
vidual store proprietors or managers to assure accuracy and corre- 
spondence with specifications. The supervisor enforced strict adherence 
to specifications. Quotations for commodities which did not conform to 
the specifications were not used. 





Only cash prices for items in stock which fitted the specifications were 
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accepted. Sales prices were included only when it was clearly demon- 
strated that the sale was of several days’ duration. 


Most significant in view of the present scarcity of commodities was 
the rigid adherence to the rule not to use the prices for substitute com- 
modities. Prices, therefore, do not reflect any upgrading. They are rep- 
resentative of the specified commodities and services irrespective of their 
availability. It was frequently necessary to scour the community to se- 


cure prices for certain commodities, particularly furniture and house- 
hold equipment. 


One major difficulty encountered in the survey was the storekeeper’s 
ignorance of the specifications of his merchandise. The lack of knowl- 
edge was more pronounced in the smaller cities and in the South. 


In some few cases individual commodities could not be secured in 
the city. In that event, the average of the other cities in New England, 


if it happened to be a New England town, or the price in the second 
southern city was used. 


In all tabulations, the average used was the arithmetic mean of prices. 


The sales tax was added to the individual commodities in both North 
Carolina cities. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1887 


CHAPTER I 


The Cost of the WPA Emergency Budget 
in Five Textile Communities 
January-February, 1944 


1. Characteristics of the Emergency Budget 


The Works Progress Administration emergency level budget rep- 
resents the lowest conceivable budget for determining the demarcation 
line between standard and substandard wages. It represents a standard 
of living below the maintenance level of living. It is a budget of goods 
and services intended to provide the barest minimum essentials of liv- 
ing at the sustenance level. The standard of living conceived in this emer- 
gency budget is closer to the relief level than what may be considered 
a permissible standard for a productive worker in a mill. The construc- 
tion of this budget, as described by its own authors, “has necessarily 
been from the standpoint of relief.” 


The characteristics of the emergency standard of living, and the 
budget which was constructed to provide this standard are described by 
the WPA in these terms: 


“The emergency budget is for an emergency standard, which may be 
necessary under depressed conditions . . . (It) is a direct concession to 
conditions produced by the depression, constructed in recognition of 
the fact that there are circumstances under which families can and do 
cut costs temporarily without physical discomfort. Followed over a long 
period, the practices called for in the emergency budget may prove harm- 
ful to both health and morale. 


“The emergeny level (which is below the maintenance level which 
represents normal or average minimum requirements for industrial, serv- 
ice, and other manual workers) takes into account certain economies 
which may be made under depressed conditions . . . The emergency level 
allows more exclusively, though not entirely, for material wants (in 
contrast to the maintenance level which ‘also gives some consideration 
to psychological values’), but it might be questioned on the grounds of 
health hazards if families had to live at this level for a considerable pe- 
riod of time.” 


“Neither of these budgets (maintenance or emergency) approaches 
the content of what may be considered a satisfactory American standard 
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of living, nor do their costs measure what families in this country would 
have to spend to secure the ‘abundant life’.” 


The emergency budget was developed to provide a lower than mainte- 
nance budget which might be adopted for “emergency conditions, with 
least harm to individuals and’ the social group.” 


“The family whose costs of living are measured in this investigation 
is best described as the unskilled manual worker type. It consists of a 
moderately active man, a moderately active woman, a boy aged 13, and 
a girl aged 8. The man wears overalls at his work. No household as- 
sistance of any kind is employed. 


“At the emergency level this four person family has cheaper kinds of 
food to secure the same nutritive values as the maintenance budget pro- 
vides. Housing is less desirable. There is less frequent replacement of 
clothing, furniture, furnishings and household equipment. Household 
supplies are less plentiful ; other services are reduced in quantity or elim- 
inated entirely (when compared with the maintenance budget ).” 


The emergency level provides no haircuts or beauty parlor care for 
women. The housing is at 75 percent of the maintenance level. The 
house is less well-heated. The light is less adequate; the ice allowance is 
smaller. Medical care is 90 per cent of that set for the maintenance 
budgets. No automobile is provided. No provision is made for news- 
papers. Movie attendance is limited to once per month and no other 
sum for recreation is provided. No allowance is made for the cost of 
electric current for the operation of a radio. Church and welfare con- 


tributions are set at 5 cents per person per week. Life insurance is set 
at a cost of 40 cents per week. 


“All the essentials of living are to be purchased at market prices; the 
budgets make no provision for home grown food or home dressmaking. 
Complete self-support in all respects is provided for, but only on a cur- 
rent cost basis, since there is no allowance for carrying or liquidating 


debts or for necessary future expenditures, except small life insurance 
policies.”’* 


The above description of the emergency budget by those who con- 
structed it indicates the dangerously low level at which it is set. Only 
relief clients are sometimes permitted to live at lower levels. 


*Description is quoted from: Works Progress Administration Division of 
Social Research, Research Monograph XII, Intercity Differences in Costs of 
Living in March 1935, 59 Cities, by Margaret Loomis Stecker, Washington, 
D. C., 1937, pp. xii-xiv; and WPA Division of Social Research, Research Bulle- 
tin Series, No. 21, Quantity Budgets of Goods and Services Necessary for a 
Basic Maintenance Standard of Living and for Operation Under Emergency 
Conditions. by Margaret Loomis Stecker, Washington, D. C., 1936, pp. 1-4. 
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The National War Labor Board could find no lower standard to which 
it could permit earnings to drop. There can be no dispute that workers 
whose earnings do not allow this standard are definitely predestined to 
poverty and substandards of living. 


2. Annual Costs of Emergency Budget in Textile Communities 





The pricing of the emergency budget in January-February, 1944 pro- 
duced an average total annual cost for the commodities and services re- 
quired by this budget of $1,415.46 for the five cities. The allowance of 
17 per cent for food buying habits increased this cost by $109.18 which 
resulted in a total cost of $1,524.64. (Table I.) The variations in the 
total annual costs among the five cities were relatively small. The dif- 
ference between the cost in the city with the Jowest annual cost and the 
one with the highest annual cost was 6 per cent. The annual cost of 
the budget in High Point, N. C. was the third in rank of the five cities 
which were priced. The highest was West Warwick, R. I. and the low- 
est was Henderson, N. C. 


The determination of the actual cost of the emergency budget at the 
present time must include provision for social security, withholding and 
unemployment insurance taxes. In only one of the five cities, West War- 
wick, do employees have to contribute to unemployment and sickness in- 
surance which is 1.5 per cent. Since this cost was not uniform for all 
cities, it was not specifically listed in the comparison but provision must 
be made for the cost of the item.* It would raise the West Warwick cost 
of living without the food adjustment by $28.39 and with the food ad- 
justment by $30.03 per year. The actual annual cost of living inclusive 
of these taxes, except for unemployment insurance, was $1,621.41 with- 
out the adjustment for food buying habits and $1,752.18 with it. 


These annual costs when reduced to a monthly and weekly basis pro- 
vide definite concepts of actual cost. The average monthly cost of the 
commodities and services without the food shopping allowance for the 
five cities was $117.96, with a range from a low of $114.06 to a high 
of $120.50. The monthly cost of the emergency budget with the food 
shopping allowance was $127.14, with a range extending from $122.78 
to a high of $129.85. Similarly the cost on a monthly basis including 
payment of the withholding tax, the social security tax, and the pur- 
chase of war bonds, but exclusive of unemployment insurance was $135.- 
12 without the food shopping allowance and $146.02 with it. 


The weekly calculation is frequently misleading since it is translated 
into expected income. The present calculation is one of weekly cost. Av- 





*The three principal textile states requiring employee contributions are 
Alabama, New Jersey and Rhode Island. 
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erage weekly income to meet this cost would have to be higher since 
employees lose time because of holidays, illnesses and other causes. The 
maximum work year under normal conditions is 50 weeks or 2,000 hours. 
Few employees attain this maximum. The weekly cost is $27.22 for the 
five cities without a food shopping allowance and taxes and war bonds 
and $33.69 inclusive of all these deductions. (Table II.) The hourly 
cost on the assumption of 2,000 hours is 70.8 cents without a food shop- 
ping allowance and 87.6 cents inclusive of all deductions and allowances. 


The following table furnishes a distribution of the annual cost of liv- 
ing of a four person manual worker’s family at the emergency level in 
the five textile communities in January-February 1944. 


Total $1,752.18 100% 
Commodities & Services 1,524.64 87.0 
Food 642.26 36.7 
Food buying habit adjustment 109.18 6.2 


Clothing, clothing upkeep 
and personal care 213.87 12.2 


Housing, including water 200.82 11.5 
Household operation 186.11 10.6 
Miscellaneous 172.40 9.8 


Taxes 52.33(a) 3.0 
Bonds 175.21 10.0 


(a) Exclusive of unemployment insurance tax. 


At the present time, the commodities and services constitute 87 per 
cent of the total budget. Taxes and war bonds compose 13 percent. In 
the calculation of the total cost of commodities and services, without 
provision for taxes and bonds, food costs comprise 49.2 percent of the 
total cost. Clothing, clothing upkeep and personal care account for 14.2 
percent of the total cost. Housing including water adds another 13.1 
percent and household operations and miscellaneous each cost 12.2 and 
11.3 percent respectively. 


This survey corroborates the conclusion that the differences among 
the cities are generally small and that there are no marked regional varia- 
tions. Costs fluctuate for each item but these offset one another so that 
there is marked uniformity in total cost. This conclusion was most ap- 
parent in the original WPA Survey. (“Inter-City Differences in 
Costs of Living,” Ibid p. 8.) 
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3. Comparison of Emergency Budget Costs and Other Budgets 


The annual costs found for the four person manual worker's family 
at the emergency level is markedly lower than that reported in other 
budgets. The Heller Committee of San Francisco found that its war 
time budget required $2,991.79 for commodities and taxes and bonds, 
and $2,357.56 for the purchase of commodities and services. (March, 
1943.) The Bureau of Labor Statistics reports that the June 15, 1943 
cost of the four person manual worker’s family budget at maintenance 
level for 98 cities in this region was $1,651.55 which compares with the 
findings of $1,400.38, the average for the five cities.* 


The budget can be directly compared with that required for a depend- 
ent family of similar composition which was found to cost $1,445.16 
by the Heller Committee for San Francisco, California, in March, 1943. 
These results indicate the costs prevailing at the sustenance or emer- 
gency level. 


4. Limitations of the Cost Estimate of the Budget 


These calculations of the cost of the emergency budget make no pro- 
vision for many real factors affecting buying costs of textile workers 
and particularly those active at present. In the first category the most 
significant is the prevalance of installrnent buying among textile work- 
ers. This is especially important in the purchase of clothing, furniture, 
furnishings and household equipment. A major portion of the textile 
workers’ purchases are made through installment buying. Credit prices 
may exceed cash prices by 10 to 40 per cent. All prices included in this 
budget are cash prices so that the actual cost of these articles to the 
textile workers exceeds the sums allowed in the budget. 


The second series of consideration arises from the effects of the war. 
The detailed discussions of each segment of the budget discloses the 
major changes which have occurred in purchasing practices. Deteriora- 
tion of merchandise is common and acknowledged by all. No provision 
was made for shorter periods of wear and usefulness of all articles than 
those allowed in the original 1935 budget. Scarcity of clothing, furnish- 
ings, furniture and some food items is compelling textile workers who 
seek these commodities to purchase higher priced articles. Rationing and 
short supplies of food have tied the worker closer to his neighborhood 
store with consequent loss of ability to shop. Black market practices are 
forcing illegitimate prices. These factors could not be taken into account 
in the course of this survey of cash prices quoted by merchants for spe- 
cific commodities. The effect of these latter factors upon the actual cost 





*See “Statement of Textile Workers Union of America in the Matter of the 
Cotton-Rayon Industry,” March 27, 1944, for full notes on pricing of Bureau of 
Labor Statistics Maintenance Budget. 
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of these commodities could not be estimated from the data collected in 
this survey but they are real and particularly important for textile work- 
ers. The potential effect on different sections of the budget are dis- 
cussed in the respective chapters. 


5. Rise in the Cost of Emergency Budget 1935-1944 


The lack of information on the rise of the cost of living for the 
lowest income groups suggests the desirability of a comparison between 
the cost of the emergency budget in 1935 and in 1944. The current pub- 
lished estimates of the changes in the cost of living are all based upon 
the budget of a higher income group than we are considering. The rise 
in the cost of living is particularly severe for the lowest income families. 
(See “Statement of Textile Workers Union of America in Matter of the 
Cotton-Rayon Industry,” March 27, 1944.) 


There are several limitations to any such comparison but the com- 
parison is necessary and valuable. The comparison cannot, of course, 
be made directly between the cities which are included in this survey 
and those included in the WPA survey. Not one of the five cities is 
found in the original WPA tabulation. However, a number of com- 
munities in New England and in the South Atlantic states were studied 
in the WPA pricing of the emergency budget. These included such cities 
as Fall River, Bridgeport, Manchester, Portland, Providence and Bos- 
ton in New England and Atlanta, Birmingham, Baltimore Winston- 
Salem, Columbia, Washington, Richmond, Norfoik, Jacksonville in the 
South. The combined arithmetic mean of these two areas is used as a 
basis for the comparison. (Table III.) 


The food schedule employed in the original WPA budget has been 
replaced by the Bureau of Human Nutrition’s recent low-cost family 
budget. It was therefore necessary to reprice the food costs. To secure 
the corresponding prices, the percentage change was calculated for the 
United States Bureau of Labor Statistics average prices between March 
12, 1935 and January 15, 1944, weighted according to the low-cost 
family food plan, weighting No. 1. This percentage change was applied 
to the food cost secured by the TWUA survey to obtain March 1935 
food prices. These food cost changes are obviously only an approxima- 
tion and clearly understate the rise in the food costs for textile workers. 


The pricing surveys by the WPA and the Bureau of Labor Statistics 
were and are being made on a broader population sample since they 
include moderate income groups. The present survey restricted itself 
to the textile worker, his community, his market area and his surround- 
ings. Some differences are created by this restriction which tend to in- 
crease the cost of some items and to reduce the cost of others. 
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The present survey was made in a war period when many new factors 
are affecting the cost structure such as scarcity, upgrading and deterio- 
ration. These elements must be weighed and costs correspondingly ad- 
justed to reflect their basic influence on price. This survey collected 
insufficient information to develop final estimates of the effect of these 
factors. 


The comparison of the cost of a fixed budget does not allow for such 
additional war time factors as increased transportation, multiple homes, 
moving expenses, increased taxes, war savings and similar changes. 
Finally,the Bureau of Labor Statistics makes some allowances for up- 
grading in the index of the cost of living whereas this study does not. 


Such a comparison between the cost of the emergency budget in 
March 1935 and January-February 1944 shows a total rise in the cost 
of the emergency budget on the basis of cost of the commodities and 
services of 37.2 percent and 37.4 percent including the adjustment for 
food buying habits. This increase excludes all adjustments for wartime 
factors, or textile workers’ buying habits such as installment buying. 
The percentage rise was highest for clothing, clothing upkeep and per- 
sonal care. The next in order was household operation, 46.7 percent ; 
with food at 38.9 percent; miscellaneous cost at 27.6 percent; and 
housing at 17.4 percent. (Table III.) 


The comparatively high rate of increase in the cost of the emergency 


budget indicates the extent to which the lower income groups have 
been more severerly affected by the current rise in prices. The unmeas- 
ured factors, all persons agree, increase the costs for the lower income 
groups to a much greater extent than for other persons. 


The present comparison does not report the rise in the cost of living 
for the low income groups which would probably be considerably higher 


than the percentage reported as the rise in the cost of the defined emer- 
gency budget. 
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CHAPTER II 
FOOD 


1. Characteristics of Low Cost Food Budget 


The food budget employed in this survey is the low-cost family food 
plan developed by the Bureau of Human Nutrition and Home Eco- 
nomics of the U. S. Department of Agriculture, Agricultural Research 
Administration. This food plan relies heavily on cheaper kinds of foods 
such as potatoes, dry beans and grain products. Variety, if any, is se- 
cured by combinations of foods and flavors. The moderate cost family 
food plan, on the other hand, provides larger quantities of meat, eggs, 
fruits and vegetables. It allows for more minerals and vitamins and 
an extra margin for good nutrition. The moderate cost plan permits 
more variety and flavor in the meals. 


The low cost food plan, to secure the cost of the irreducible minimum 
food budget, was priced despite its monotony and limitations. The food 
plan is calculated to meet the nutritive standards prescribed by the 
National Research Council, but it is “not recommended for use over 
long periods.” 


The low cost food plan depends primarily on the cheapest foods to 
assure the necessary nutrients. In contrast to the moderate cost food 
plan, it provides more potatoes, beans and flour. The moderate cost food 
plan is based on greater quantities of citrus fruits, green and yellow 
vegetables, other vegetables and fruits, meats, poultry and eggs. (Table 
IV-VI.) The following table shows this contrast. 


Kinds and Quantities of Food for a Week for a Family of Four 
(Moderately active man, woman, boy 13-15, and child 7-9) 


: Moderate- 
Food Low-cost Food Plan cost Food Plan 


' Milk 20.5 quarts 20.5 quarts 
Potatoes, sweet potatoes 13 Ibs. 8 oz. 11 Ibs. 
Dried beans, peas and nuts’ 1 Ib. 12 oz. 13 oz. 
Citrus fruits, tomatoes 6 lbs. 4 oz. 7 |bs. 8 oz. 
Green and yellow vegetables 6 Ibs. 8 oz. 12 Ibs. 
Other vegetables and fruits 10 Ibs. 8 oz. 15 Ibs. 

Eggs (number) 18 21 

Meat, poultry, fish 7 lbs. 8 oz. 9 Ibs. 8 oz. 
Flour, cereals 15 Ibs. 12 oz. 14 Ibs. 4 oz. 
Fats and oils 3 Ibs. 8 oz. 3 Ibs. 6 oz. 
Sugar, sirups and preserves 2 lbs. 12 oz. 2 Ibs.12 oz. 
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More generous arrangements of the low-cost food plan than those 
used in the present survey are available. The Bureau of Human Nutri- 
tion differentiates between a weighting number one and two. The latter 
allows for 16 more food items, permits greater variety, and relieves 
the housewife of much preparatory work. It allows for the substitution 
of breads for flour, and fluid milk for evaporated milk. Round steak 
and leg of lamb are also included. (Table V.) This survey, however, is 
based upon weighting number | to assure a satisfactory food budget at 
the lowest cost. 


Another indication of the limitedness of the diet even for war time 
is a comparison between the budget requirements and annual civilian 
supply in 1943. (Table VII.) Provision for vegetables, eggs, poultry, 
meat, fish, fats and oils as well as sugars and sirups for the low-cost 
food plan is well below the average civilian supply in 1943. The allotment 
of potatoes, dry beans, peas and nuts and flour exceeds the national 
average. These are foods which are consumed in small quantities by 
the higher income groups. 


Besides relying on a limited number of foods and primarily on the 
cheapest items, the buget makes great demands on the housewife. The 
greatest economy is necessary in the use of the foods as only small 
quantities are allowed on a weekly basis. It calls for expertness in 
preparation to make the meals palatable and to eliminate waste. More- 
over, it requires considerable amounts of time to prepare the food be- 
cause the budget provides only basic food materials. 


The low cost food plan for the family of four has been adjusted to 
conform to rationing regulations. To meet the restrictions on the con- 
sumption of meats, fats and other foods for which red points are 
allotted, fresh-fish was substituted for canmed salmon. The present 
budget requires 3,322 meat points out of a total of 3,428 allowed by 
the federal rationing agency. Only 898 green points out of a total of 
2,400 are required by this budget. 


2. Pricing Procedure 


The procedure used to price the food budget is identical with that 
followed by the U. S. Bureau of Labor Statistics in the pricing of its 
own items in the food budget. The specifications in fact are the same. 
The data were secured by interviews with storekeepers or representa- 
tives. The proprietors or managers were furnished with the specifica- 
tions and their prices were obtained for the specified items. The pro- 
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prietor’s report furnished the information on grade and price. The 
same specifications were employed in each city. 


The stores selected in each city were chosen by a sampling process 
which assured representativeness. The food prices were obtained 
from 33 stores in the city of New Bedford, Mass., primarily in the 
textile workers’ marketing area, 33 stores in Lewiston and Auburn, 
Maine; 17 stores in West Warwick, R. I.; 15 stores in High Point, 
N. C.; and 23 stores in Henderson, N. C. The prices secured from 


these stores furnished an adequate representation of all types of food 
stores. 


All price data were edited in the cities in which the surveys were 


made. Follow-ups were made to check information to assure reliability 
of the data. 


3. Limitations of Budget Cost in Determining Food Cost 


The proposed budget cannot be assumed to represent the true food 
cost for workers even of those who would attempt to comply with it. 
The first and most significant reason is the absence and scarcity of many 
lower price food items particularly during the current war-time period. 
Substitutes have to be bought. Many are more expensive and frequently 
less nutritious than the original food item. In computing the budget cost, 
fresh fish had to be substituted for pink salmon; the final food budget 
allows only for 9 pounds of canned salmon in order to remain within 


the ration point allowances available to the family. Fresh fish is more 
expensive than canned salmon in many areas. It is, moreover, a less 
valuable food from the point of view of waste and caloric intake. 


This problem of food supply has become particularly noticeable in 
textile communities where constant complaints were heard that foods 
were not available. The necessity of purchasing higher priced items or 
less nutritive foods cannot be overlooked in the realistic determination 
of food costs. No data on supply were secured in this survey. 


The second important limitation is the quantities of each food which 
are required. The Bureau of Human Nutrition declares that the effort 
to “approximate customary food habits and arrive at an average food 
group price resulted in a weight (which) might be so small that the 
quantity of the item, for example canned peaches in the low cost plan 
for a family of four, could not be purchased in that quantity (8 oz.) in 
the market. Chuck roast (12 oz.), veal roast (6 oz.) and chicken 
(12 oz.) are examples of other foods which would not ordinarily be 
purchased in the specified quantities. Therefore, market orders and 
menus based on these price weights generally are not very realistic. 
They tend to show more variety than would the usual menu based on 
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the low cost food plan and would not be economic in preparation time. 
_..Many other menus could be based on the low-cost family food plan, 
most of which would be somewhat more expensive than the type of 
meals obtainable from this weighting (number 1)” (Letter from Dr. 
Esther F. Phipard, Senior Food Economist, Bureau of Human Nutri 
tion, to S. Barkin, February 4th, 1944.) 


Besides these two deficiencies, there is a third limitation on the ade- 
quacy of the budget cost as a measure of food cost on the low-cost 
family plan. Customary deficiencies in buying habits, lack of knowl- 
edge, and false information all contribute to raise the actual food cost 
beyond the budget cost. These are so real that they must be provided 
for in any statement of cost, otherwise the family could not maintain 
the desired nutritional standards. This limitation was recognized by the 
author of the original WPA survey who declared that “Present food 
consumption habits do not conform to the nutritional standards exem- 
plified by these diet plans and since the housewife will not always pur- 
chase the low priced items specified, a satisfactory food allowance of 
necessity will be higher than the amount for which theoretically it could 
be bought. An allowance added for unwise selection and for waste in 
purchasing, preparing and serving food may be necessary to insure a 
diet adequate from a nutritional standpoint.” (WPA, vol. 1, 21, p. 8.)* 


The actual disparity in normal times was measured by the U. S. Bu- 


reau of Home Economics in its surveys of 1935-37. Their investigation 
indicated that among families with incomes of approximately the equiva- 
lent level of that required by the Works Progress Administration Emer- 
gency Budget only 23 percent in the North and West and 19 percent in 
the Southeast had good diets. The proportion of poor diets which 
failed entirely to meet the minimum nutritional standards was 39 per- 
cent in the North and West and 49 percent in the Southeast. (Table 
VIII.) 


The data for the urban wage-earner and clerical worker discloses simi- 
lar conclusions. The 1935 survey of wage-earners’ expenditures indi- 
cated that the average per capita weekly food expenditure for this low 
income group ranged from $1.25-$1.87. Families with such per capita 
food expenditure had poor diets in 91 percent of the cases in the North 
Atlantic States and 90 percent of the cases in the South Atlantic States. 
In the West-South Central States the proportion was also 91 percent. 
Only in the East South Central including the states of Alabama, Ken- 


*U. S. Dept. of Agriculture in its study entitled “Factors to be Considered 
in Preparing Minimum Wage Budget for Women” (Miscellaneous Publica- 
tion No. 324) declares “one of the problems of budget making is the decision 
as to what degree of buying skill should commonly be expected of the wage- 
earning woman with relatively little training in the field of consumer buying. (p. 7.) 
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tucky, Tennessee and Mississippi was the percentage lower; namely 66 
percent (H. K. Stiebling & E. F. Phipard “Diets of Families of Em- 
ployed Wage Earners and Clerical Workers in Cities—U. S. Depart- 
ment of Agriculture, Circular 507, p. 74). (Table IX.)* 


The above data furnish a statistical basis for the determination of 
the tolerances required for normal times. Wasteage, purchase of larger 
packages than required, bad purchasing habits, inadequate information 
all increase food costs beyond budget levels. To assure the family ade- 
quate food a monetary tolerance must be provided to meet the specified 
nutritional standards particularly for the low cost family food plan 
weighting number 1. A most conservative estimate would place the 
number of textile families with bad diets at 70 percent. An assumption 
of a deficiency to the extent of 25 percent would again be most con- 
servative. An overall provision of 17 percent is essential to assure real- 
ization of the food plan provided for in the low-cost food plan. 


It may be further noted that the Labor Members of the Presidential 
Committee on the Cost of Living estimated that upgrading in food 
accounted for an additional increase in cost of 9 percent between Janu- 
ary, 1941 and January, 1944. 


4. Pricing of Budget Underestimates Actual Cost of Food 


The pricing procedure employed in this survey can at best afford only 
an approximation of cost. Actually, it underestimates costs, particularly 
at the present time. Despite the continued assurance during this survey 
that no information would be used to check individual conformance 
with price regulations, retailers were constrained to report prices with 
an eye to price ceilings. They were not too well informed about the 
grades and qualities of their merchandise, so that precise identification 
was at times difficult. Retailers were not inclined to report practices 
which raised real costs to consumers. A pricing procedure based pri- 
marily on retailer quotations cannot fully disclose the cost of food items 
to the consumer. 

Two additional factors significantly affect the adequacy of the present 
pricing of the food budget in determining costs. The first relates to the 
selection of the representative article. Stores usually carry several items 
of food which answer the same specifications. The price was requested 





*The characteristics of the careful buying required by the present budget 
have been admirably summarized by the Dept. of Agriculture: Mrs. America 
buys with Care: (1) Plans before she buys; (2) Shops around to learn where 
the best buys are; (3) Compares prices of foods with equal food values; (4) 
Buys in Quantity when economies come that way; (5) Reads labels to know 
what is in food packages; (6) Compares costs per ounce or pound of different 
sizes; (7) Buys by weight; (8) Buys by grade; (9) Watches scales; (10) 
Learns the seasons when different foods are cheapest: (11) Checks her 
purchases; (12) Keeps up to date about the foods her family needs. 
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for the brand most commonly sold. Variations in prices are consider- 
able for brands meeting the specification. The retailers’ quoted prices 
are therefore selected prices. The investigator had to depend upon the 
retailer to furnish the price for the largest selling product or the item 
most generally sold on the day of the survey. 


The second factor is the determination of grades. The specifications 
developed by the U. S. Bureau of Labor Statistics clearly define the 
grades of foods to be priced though in some instances ranges in qualities 
and size are allowed. Pricing foods by specification is especially diffi- 
cult as grades are not available at the consumer level for many items and 
storekeeper’s information is not easily verifiable. The investigator had 
to rely entirely upon the knowledge and trustworthiness of the retailer. 
The absence of government enforced grades and labeling at the consumer 
level has multiplied the difficulties of careful and accurate pricing. The 
results are therefore considerably affected by the retailer's knowledge 
and interests. 


a. Meats 


Meat grading is a particularly difficult challenge. Only Grade B beef, 
lamb and veal and No. 1 pork were to be priced. In each case, the 
prices and grades reported by the retailers were recorded. In some cases, 
the grades of meat were checked by our field agents. The reported 
grades are open to grave question as the meat grading procedure at 
present is inadequate, particularly in smaller towns. This inadequecy 
appeared most glaring in cases where local retailers claimed their meats 
to be grade A and AA meats when it was known that there was little 
or no meat of this grade in the town. Many retailers are themselves de- 
ceived by the grading process. The shortage of manpower has seriously 
limited the grading force available to the U. S. Department of Agricul- 
ture. As a result, slaughterers are permitted to do their own grading, 
particularly on locally grown meat which constitutes a substantial pro- 
portion of the total consumption of local textile communities. Slaugter- 
ers grading their own meat are generally not adequately trained or are 
not careful and tend to upgrade the qualities of their meats. Depart- 
ment of Agriculture officials confess that there has been considerable 
laxity in the grading of local meats. 


Much complaint was heard particularly in the northern cities against 
the increase in the amount of fat and bones in meats. Housewives in- 
dicated that they have had to buy more expensive cuts to secure the 
same amount of meat. The specifications called for average or light 
trim, or in the case of hamburgers of “not more than 25% fat or suet.” 
Actual purchases by individual textile housewives indicate much higher 
actual fat content in current meat purchases. 
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Textile workers reported their helplessness before price regulations 
in view of the subtle differences in cuts and meat gradings. They are 
unable to enforce strict compliance with price regulations because of the 
difficulties in differentiating the parts of the animal. Housewives com- 
plain that they are always at their wit’s end to understand the explana- 
tions offered by their butchers for special pricings. There always ap- 
pears a reason for the higher price. Dependence on local markets for 
meats in view of threatened scarcities, interest in cheaper cuts and need 
of credit binds them tightly to these stores. In one community, a num- 
ber of purchasers complained that their butchers forced the sale of pork 
as the wholesalers had unloaded on retailers. 


b. Fresh Vegetables and Fruits 


In the textile workers’ market areas, merchants grade the fruits and 
vegetables as they see fit. There is little comparability between the 
grades established by one merchant and another. Qualities are hidden 
by careful packing. The presence of inexperienced workers in retail 
stores has aggravated the situation. 


There was moreover less homogeneity in the actual prices. The spe- 
cifications allowed for wide latitude in size of commodities purchased. 
The specifications permitted for the pricing of oranges, for example, 
ranging in size from 176 to 220 per crate and carrots by the bunch with 
a 60-72 crate pack, etc. The variations in weights allowed for a range 
in prices. The retailer’s choice of the article to be priced was therefore 
particularly important. Prices were also significantly affected by the 
quality of vegetables and fruits available at the time of the survey. 


Many price violations were reported for fresh fruits and vegetables. 
The situation in New Bedford, Mass., is indicative of the problems in 
this field. 


A New Bedford, Mass., newspaper which checked prices declares : 
“A recent check of eight stores showed all were selling either onions, 
lettuce or cabbage at above ceiling prices, sometimes all three. The 
overcharges ranged from 1 to 5 cents in general, and were due for the 
most part to a ‘squeeze’ by wholesalers or local farmers from whom 
retailers bought direct. .. . The New Bedford Standard Times found 
housewives paying as much as 15 cents a pound for onions whose top 
ceiling is 3 pounds for 27 cents or 9 cents per pound. Indirect informa- 
tion indicated that prices were even higher in some instances...” (New 
Bedford Standard Times, February 10th, 1944.) 


The pressure for such black markets and upgrading is further ex- 
plained by the same newspaper in the following manner: “The whole- 
saler pays the legal ceiling price for onions and with them he is obliged 
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to purchase an equal quantity of cauliflower or broccoli—also at ceiling 
prices—but at the time when the commodities are flooding the market. 
The wholesaler can’t get rid of the ‘tie-in’ commodities and the result- 
ing shrinkage amounts to $1 a bag, for example. This extra dollar is 
squeezed out of the retailer either by passing the worthless surplus 
goods along to him by out-and-out sales of onions above the ceiling or 
by tie-in sales of other commodities. Result: the retailer slips the house- 
wife a few onions under the counter at extraordinary prices.” (Ibid.) 


A similar experience in West Warwick, R. I., is reported concerning 
onions. The OPA Price Panel reports that “a few weeks ago retailers 
were selling common ordinary yellow onions as ‘boilers’. This was done 
to bring a higher price as onions from New York State and Connecti- 
cut had a ceiling of 3 Ibs. for 25 cents while the boiler variety had a 
ceiling price of 3 Ibs. for 34 cents. Wholesalers were the first offenders 
and secured a dollar more per fifty pound bag. To cover the hump, the 
wholesaler would write across the vouchers giver to the retailer the 
word ‘boiler’.” 


The situation in the entire wholesale produce field duplicates this 
experience. Business Week summarizes the observations of produce 
men as follows: “Foremost in the mind of every produce man is the 
conviction that if he were to obey all orders that the OPA has imposed 
upon his prices and trade practices, he would soon go broke. . . . That 
most firms in the trade made more money last year than ever before is 
probably an index of OPA’s utter futility in enforcing its own rules.” 
(Business Week, January 15, 1944.) 


The final retail price as reported in a price survey is not apt to re- 
flect adequately the actual costs. While some price violations are re- 
ported, the vast bulk of these violations and subterfuges are not dis- 
closed in the prices secured in a pricing survey. 


c. Eggs 


The current survey is based upon the pricing of grade B large eggs. 
In most towns the eggs were native eggs. There was little control over 
the actual size of the eggs. Retailers marketed many medium and small 
eggs as large ones. 


d. Canned Foods 


Difficulties were encountered in securing prices for the specified 
grades of canned foods. The consumer is helpless before the retailer 
because of the lack of careful grade information. The present survey is 
based on the retailer’s knowledge of these grades and his willingness to 
supply information. 
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The cumulative effect of these various considerations of grade and 
size could not be measured in this survey. The Labor Members of the 
Presidential Committee on the Cost of Living estimated that on a na- 
tional basis the percentage allowance would be some 9 percent. (G. 
Meany and R. J. Thomas, “Recommended Report for the Presidential 
Committee on the Cost of Living” submitted January 25, 1944—p. 23.) 
The Special Committee of the American Statistical Association indi- 
cates a possible further correction of the current procedure of 2 percent 
for sales above ceiling prices (American Statistical Association “An Ap- 
praisal of the U. S. Bureau of Labor Statistics Cost of Living Index,” 
by a Special Committee of the American Statistical Association. ) 


5. Stores in Which Textile Workers Buy 


Textile workers buy primarily in the small neighborhood stores 
usually found in OPA Class I.* The textile worker’s income is small. 
He customarily buys his food items on credit until the weekly pay check 
is received. He pays for his food from his check after other deductions 
and payments are made. The textile worker is greatly dependent upon 
the credit of neighborhood, village or mill stores to carry him through 
the fluctuations in weekly earnings. He must maintain this position at 
these stores and build up a line of credit for a rainy day. 


Cash purchases by textile workers are very limited. Surveys of ex- 
penditure habits of textile workers indicate that such cash purchases 
varied from zero to 40 percent with most of the workers surveyed in 
the South tending to the lower percentage. Cash purchases are cither 
made at local stores or, on week-ends or pay days, in the town’s larger 
stores which are independent, chain stores or super-markets. The 
workers hope thereby to get some price advantages. The restriction of 
gas and cost of transportation has limited these purchases considerably. 


On the basis of the careful studies of the local buying habits of textile 
workers in these five communities, the survey developed the following 
procedures for the weighting of prices: 


1. The prices for OPA Class 1 and 2 stores were each averaged 


separately and then an average obtained of the prices of both 
classes. 


. The prices for OPA Class 3 and 4 stores were each averaged 
separately and then an average obtained of the prices of both 
classes. 


*Class I includes independent stores with sales of less than $50,000 per year: 
Class 2, independent stores with sales of $50,000 to $250,000 per year; Class 3, 
chain stores of less than $250,000 sales per year; Class 4 all other stores with 
more than $250,000 sales per year. 


30 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1903 


3. The respective weights for the average of Class 1 and 2 with 
respect to 3 and 4 were as follows for the different cities : 


New Bedford, Mass. Class 1 and 2 75 percent 
Class 3and4 25 “ 


Lewiston, Maine Class 1 and 2 80 percent 
Class 3 and 4 20 * 


W. Warwick, R. I Class 1 and 2 75 percent 
Class 3 and4 25 “ 


High Point, N. C. Class 1 and 2. 80 percent 
Class 3 and 4 20 “ 


Henderson, N. C. Class 1 and 2 90 percent 
Class 3 and 4 10 _ 


These weights have affected the city wide average of prices. The 
weights for Class 3 and 4 stores are smaller than is characteristic for 
higher income groups and for the population as a whole. Prices for 
the textile worker are therefore higher than for groups which buy more 
extensively in stores in Class 3 and 4. 


6. Cost of the Food Budget 


The average total cost of the food budget for a four person manual 
worker’s family in the five cities as per items priced and in the quan- 
tities established by the Bureau of Human Nutrition of the U. S. De- 
partment of Agriculture (weighting I) is $642.26 (Table X.) The 
cost of these items ranges from a low of $616.01 for Henderson, N. C. 
to a high of $659.89 for West Warwick, R. I. The food cost for the 
city of High Point, N. C. was the second highest in the entire group 
with a total expenditure of $652.34. The detailed individual prices 
for each city are listed in Tables XI and XII. 


This budget weighting provided for the substitution of fish for salmon 
in view of rationing limitations on canned foods. The food budget was 
also recalculated on the basis of the full use of the original salmon 
weight and the average food cost was reduced to $633.92. The cost of 
the food items was increased in Henderson, N. C. but reduced slightly 
in the other four cities with a maximum of $647.32 in the city of West 
Warwick, R. I. 


A comparison of these food prices with the results of the Bureau of 
Labor Statistics prices for January 15, 1944 indicates that the total 
overall cost secured through the latter’s price survey is slightly lower. 
The average for the United States was $603.59. The average for six 
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southern cities was $615.51 and for five New England cities was $615.37. 
The difference between these total costs and the average of $633.92 in 
this survey is primarily due to the relatively higher weighting accorded 
to independent stores of OPA class 1 and 2, than is given these stores 
in the Bureau of Labor Statistics survey. The Bureau’s weighting is ~ 
intended to cover the purchasing habits of a higher income group which 
utilizes the chain stores more than do the textile workers. (Table XIII.) 


The actual prices secured from comparable groups of stores are similar 
in the BLS and TWUA surveys. 


The Bureau of Labor Statistics cities show similar results with re- 
gard to the comparative costs in southern and northern cities. The food 
cost in southern cities is frequently higher than in the northern cities. 


For further evidence on the relative costs in southern and northern 
cities a comparison was made of price ceilings established by the OPA 
for some identical brands for six cities. (Table XIV.) These figures 
together with the specific prices for five textile cities and the Bureau 
of Labor Statistics prices confirm the conclusion that the food costs vary 
among cities more than they do as among regions. 


The above calculations of total food costs understate the true cost of 
the food budget to the textile workers. A correction must be made for 
buying habits which we have estimated to be 17 percent. This correction 
is not related to war-time buying. It raises the average food cost for 
the five cities to $751.44. A second adjustment might be made for up- 
grading and quality deterioration which was estimated by the Labor 
Members of the President’s Committee on the Cost of Living to be 
about 9 percent. A third correction might also be made for ceiling price 
violations, which was estimated as 2 percent on these matters. 


7. Rise in Food Costs 1935-1944 


The food cost of the low-cost family food budget rose 38.9 percent 
since March, 1935. The United States average cost on the basis of 
Bureau of Labor Statistics prices was $434.51 in March, 1935 and in 
January 15, 1944, $603.59. During the same period the average in- 
crease in the cost of food for the income class represented by the 
Bureau of Labor Statistics budget was 36.5 percent. The difference is 
due to the comparatively larger rise in the cost of the foods represented 
in this budget and the different weighting used in this budget. 
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CHAPTER III 


CLOTHING 


1. Characteristics of Emergency Clothing Budget 


The clothing standard employed in the current survey is the budget 
developed by the Works Progress Administration for the emergency 
standard of living. The general standard is described in the following 
manner: “Social requirements (provided by this standard) are simple, 
and hard wear on dress clothes is avoided through use of specialized 
work garments. The allowance in all instances is for purchase of cloth- 
ing ready made as contrasted with the provision for home making of 
many articles. A number of items can probably be bought as cheaply 
ready-made as the materials and will yield equivalent service. For those 
which cannot, the differential is warranted when it is considered that 
the budget calls for the woman in the family to do all the housework, 
cooking, laundry, mending, etc. Where there are several children and 
the man is engaged in manual employment, the laundry work is heavy 
Moreover, minimum cost food budgets permit no purchase of ready 
made cooked food except bread, and require many dishes in the prepara- 
tion of which time is an element. A certain amount of remodeling of 
garments and remaking of clothing for the children may be necessary 
but dressmaking as such is not contemplated. No sewing machine is 
included in the household equipment.” 


Prices were secured for items in the clothing budget according to 
specifications furnished by the U. S. Bureau of Labor Statistics. The 
Bureau of Labor Statistics declares that “changes of various types have 
been made in the construction of garments during the nine years since 
the budget was first priced (1935). However, in writing the specifica- 
tions for the survey, every effort was made to define qualities in such 
a manner as to obtain quotations on garments which would be as dura- 
ble as formerly except sheets. One quality sheet priced was lower than 
in 1935. The only other specifications which are significantly different 
in the two periods are those for men’s woolen outerwear. Because of 
the limitations on the use of wool which were in effect until recently 
manufacturers generally used blends of wool, cotton and/or rayon in 
inexpensive qualities of woolen outerwear for men, rather than all woo! 
as formerly and the specifications used were written accordingly.” 
(Letter from Ethel D. Hoover, Bureau of Labor Statistics, to Solomon 
Barkin, Feb. 22, 1944.) 
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These clothing items numbering 106 in all generally are of lower 
quality than those priced by the Bureau of Labor Statistics for its regu- 
lar budget. Many retailers interviewed in the course of this survey pro- 
tested that workers were not buying these low grades. They considered 
the articles priced of the lowest acceptable grade. Textile workers gen- 
erally reacted unfavorably to the quality of clothing priced. While they 
could not even buy the scheduled clothing, they would not have done so 
even if it were in a price bracket which they could afford. 


The low grade of the merchandise is suggested by the specifications. 
They cannot fully convey the type of garments as details of construction 
are lacking, however, they provide a suggestion of the cheapness of 
these garments. There is first the fabric. The wool fabrics called for 
in these specifications are all manipulated. Men’s overcoating have 25 
percent new wool; the men’s woolen suit, 25 percent; the sweater, 25 
percent. Women’s and children’s woolen clothing consists primarily of 
reprocessed wool manipulated with cotton and rayon. Little new wool 
is specified. The cotton fabrics are of the lowest grade. The men’s busi- 
ness shirts and woven shorts and similar men’s items which would gen- 
erally be made of higher counts of percale and broadcloth are limited to 
the low cost counts of printed percale construction of 64x60, and 
in many cases, 64x 56. Men’s work shirts are of low count chambray 
and coverts. All other cotton fabrics are of similar low counts and are 
coarse and cheap. The rayon fabrics for women’s garments are all 150 
denier filament yarns. The knitted fabrics are all coarse and heavy. 
All-wool and part-wool felt hats and spun rayons of the cheaper class 
are included in this budget. The budget calls for seamless hosiery. No 
provision is made for full-fashioned hosiery. 


The specifications provide for the cheapest construction and styling. 
They direct the pricing of “the inexpensive qualities.” Full sizes in 
women’s and children’s clothing were seldom required. Guarantees of 
seams were rarely necessary. Preshrinkage was required in only a few 
items, The lengths of materials suggested much skimping in the sizes 
as is indicated by the specifications for the cotton flannelette nightgown 
for a woman. 


Actual examination of the garments disclosed other indications of 
poor quality. Materials were skimped ; seams were not protected ; hems 
were inadequate ; closures were made so that they would soon give trou- 
ble. Sizes, above all, were not accurate or uniform. 


Most clothing is of the lowest grades sold exclusively to the lower 
income groups in our country. The clothing will not keep in good con- 
dition for the timé specified in the budget. Most items will become 
shabby long before the period is over. They will require constant atten- 
tion, and repair, particularly because of the hard wear to which they 
are to be put. A lower grade of clothing could not be seriously proposed 
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for an American worker. While these same inexpensive items might 
have permitted a presentable grade of clothing in normal times, this is 
not so at present, 


2. Pricing Procedure and Problem 


The specifications guided the field agents and retailers in the selec- 
tion of articles, but the variations within these specifications were wide 
The quality range is suggested primarily by the term “inexpensive.” 
The description is not precise. In normal times it would allow for a 
wide range of choice. The final determinant in the selection of the gar- 
ment was the retailer’s judgment. The stock that he was carrying was 
the critical determinant. There could not be uniformity in the retailer's 
judgment. The pressures in northern cities for higher priced merchan- 
dise was reflected in the fact that the pricing in these cities on the whole 
was done ona higher price level. Retailers carried higher priced iteims 
in New Bedford and West Warwick, R. I. where there are substantial 
numbers of persons employed outside of the textile industries. Varia- 
tions in prices as among stores were due to many factors but in some 
degree to the differences in the merchandise. The most discernible dif- 
ferences were observed in apparei items for which manufacturers’ price 
levels are not regularly enforced. 


One major difficulty encountered in pricing was the retailer’s lack 
of knowledge of the construction and fabric of his merchandise. Some 
retailers became acquainted for the first time with these details of 
their merchandise as a result of this survey. 


Dependence upon their judgment of the article of clothing to be 
priced, made it imperative that discussions with the retailers be exten- 
sive. The final selection of the merchandise was dependent upon the 
correctness of the retailers’ knowledge and their special interests in 
the choice. 


The survey.was based on an investigation of stores chosen through 
careful sampling. In three cities all stores were visited. The sum- 
mary of the number of stores where goods were priced for each type of 
clothing is as follows by city: 


No. Stores Furnishing Prices, Clothing Group 
Men’s Women’s. Boy's Girls’ 
Clothing Clothing Clothing Clothing Shoes 


TOTAL 73 60 31 59 
New Bedford, Mass. 18 15 9 12 
Lewiston-Auburn, Me. 15 12 5 15 
West Warwick, R. I. 11 11 { 6 11 
High Point, N. C. 13 12 7 11 
Henderson, N. C. 16 10 4 10 


The sample is an extensive and representative one. 
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3. Inadequacy of the Supply of Low Priced Items 


The gravest contradiction in the present clothing market is the 
disappearance oi low priced apparel despite the cheapening of the fabrics 
and the lower grade of needle work. Lower priced items are not ap- 
pearing on the market because fabrics for these items are being manu- 
factured into higher priced apparel. The seriousness of this shortage 
has been widely recognized both within and outside of government. The 
Economic Stabilization Director declared in his letter of January 30, 
1944 that “disappearance of low-priced items from retail markets is 
exerting renewed pressures upon the cost of living and the stabiliza- 
tion program. This trend is evidenced by two appreciable increases in 
the clothing component of the Bureau of Labor Statistics Monthly Cost 
of Living Index.” (Journal of Commerce, January 31, 1944.) He ex- 
plains that “manufacturers have in some cases stopped making those 
goods which we must have and have turned their energies to the pro- 
duction of goods which are more profitable but which we do not need 
as badly.” 


The absence of the low priced merchandise is getting some attention 
from the governmental authorities. Yarn and cotton fabric have been 
allocated to the manufacture of children’s wearing apparel. The OPA 
has issued a Textile Finishing Price Order intended to prevent over- 
finishing and to divert rayon fabrics to lower priced apparel. The orders 
increasing the production of denim, chambray and coverts will pre- 
sumably increase the production of work clothing. Similarly, the WPB 
Order governing sheets and pillow cases will expand production of low 
price bed sheeting. Mr. Chester Bowles, Price Administrator, informed 
shoppers that “more children’s clothes are already coming into your 
stores” but cautioned them not to expect “miracles.” (N. Y. Times, 
March 1, 1944.) 


Others have suggested that the prices of the lowest price lines be 
permitted to rise to increase their supply. It has been argued that “if 
the public can be supplied with garments of fair value on a price basis 
which may be equivalent to or somewhat better than before the war 
but which are still cheaper than the higher grade goods which subse- 
quent pricing methods have caused many to concentrate upon, the gov- 
ernment can be said to have ‘held the line’ with the public and at the 
same time to have furnished a basis for primarily market pricing which 
would lead to better production.” (Journal of Commerce, Jan. 27, 1944.) 


The OPA has relieved the manufacturers of lower priced dresses of 
the price line ceiling through an Amendment of MPR 287, on January 
26, 1944. Similar pressure has been exerted by retailers who are now 
controlled by “highest price line” ceilings. The actual prices of low 
priced items are therefore likely to rise. 
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The disappearance of low price lines has resulted in consiicrable 
pressure on the textile wage-earner to buy higher priced items. As the 
Price Administrator has indicated, the shortages have definitely exerted 
an upward cost pressure which has been severest upon textile workers 
and other low wage-earners. 


Other investigators confirm these reports of scarcity. The American 
Home Economic Association reported widespread clothing shortages in 
25 states. The report indicates that of “280 individual replies more 
than half reported serious shortages. Only 9 stated that shortages were 
limited to war-industry regions; 193 said the shortages seemed state- 
wide or greater.” 


The present survey found similar cases of shortages. Specific enu- 
meration of the returns for New Bedford, Mass. and High Point, N. C. 
showed the following low priced men’s clothing items were scarce, but 
suitable higher priced substitutes were being sold to textile workers: 
overcoats, blended wool suits, blended summer tropical worsteds, blended 
woolen sweaters, wool felt hats, street gloves and suspenders. Stocks 
of cheaper work shirts and pajamas were very low and some stores had 
none on hand. In women’s cheaper clothing, real scarcities existed in 
part-wool coats and sweaters, cotton slips, girdles and aprons and under- 
wear. The following price ranges have disappeared : cotton dresses $1.00, 
rayon slip $1.19, spun rayon dress $2.00, rayon plied yarn dress $4.99, 
woolen sweater $2.00, part wool coat $9.95, imitation leather handbag 
$1.00, full-fashioned hosiery $.59, and shoes $2.00. 


The study of boys’ clothing discloses shortages in woolen jackets, 
suits and sweaters, shorts and knitted gloves. In girls’ clothing shortages 
appeared in coats, sweaters, rayon and cotton dresses. 


These scarcities are real. They make it necessary for textile workers 
either to buy higher priced merchandise or forego necessary items of 
apparel. Trading-up is a necessary consideration in determining cost. 


4. Replacement Schedules of Clothing 


The budget based upon low grade clothing will be affected not only 
by the supply of these items of apparel but also by their wear. The 
absence of low priced items increased the cost of the budget; the de- 
terioration of apparel quality reduces the period of usefulness and ne- 
cessitates more frequent replacement. 


The present study is based on the replacement schedule of the 1935 
WPA emergency budget. The Bureau of Labor Statistics in its spe- 
cifications sought to maintain the same general level of quality. Avail- 
able evidence and close examination of the items of apparel indicate that 
the replacement schedule is both unrealistic and excessively conservative 
for current fabrics and apparel. 
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Apparel has widely deteriorated in quality. Price Administrator 
Bowles has recently declared that “‘on clothing, according to the statis- 
tics, prices are up by 5% percent since Christmas a year ago. But 
frankly, there’s one situation which bothers us more than the small in- 
creases. I’m talking about deterioration in clothing quality in some 
lines particularly. Any change in quality without a corresponding change 
in price is a violation of our war-time laws. However, these are often 
difficult to check, particularly with the small force we have at our dis- 
posal.” (Women’s Wear Daily, Dec. 22, 1943.) 


At a later date he declared that the depreciation in quality is a de- 
liberate practice to circumvent price control. Manufacturers are delib- 
erately “cutting down in quality (and) upgrading in both basic fabrics 
and in finished articles” in order to provide the means for “tie-in sales 
whereby the purchase of a certain amount of shoddy merchandise is 
required before reasonable quality of merchandise is procurable.” 
(N. Y. Times, March 1, 1944.) 


A spokesman for the dyeing and cleaning industry described four 
causes for the recent deterioration of clothing. He noted first that 
“fabrics which the fabric manufacturers never designed for the garment 
wear have been made up into garments”; second, manufacturers fail 
to “preshrink the fabric before it is made into garments” ; third, manu- 
facturers have become indifferent to faulty merchandise and, finally, 
“probably most of it is simply a slackening of quality standards and 


inspection prior to making up the garment.” (Women’s Wear Daily, 
Feb. 18, 1944.) 


The Bureau of Labor Statistics has published a comprehensive survey 
of the deterioration of merchandise which it has priced but it declares 
that “since there is no feasible way of making quantitative allowances 
for these changes, such information is reported in detail by the Bureau’s 
agents and is used in interpreting current conditions in the commodity 
market.” (Monthly Labor Review, September 1943.) 


Specific measurements of such deterioration are available from a study 
of men’s broadcloth shirts made by Consumers’ Union. It concludes 
that “a drop in fabric quality of 10 percent; a 10 percent deterioration 
of fit and construction” has taken place. (Consumer’s Union Report, 
Feb. 1944, p. 33.) The same organization reports, in its studies of rayon 
slips, that “many slip manufacturers are using materials in their satin 
slips which, while just as strong as the satin used last year, are heavier, 
do not look as well and are not true satins.” (Ibid, Oct. 1943, p. 256.) 


Another index of the deterioration is suggested by men’s clothing 
manufacturers who estimate that the removal of the present style curbs 
would raise the costs per garment between $1.50 and $3.00. (Daily 
News Record, Jan. 31, 1944.) 
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One common observation is the gradual disappearance of all large 
sizes of clothing as manufacturers are concentrating on average sizes. 


A general observation on the sale of substandard merchandise is 
offered by the Journal of Commerce: “Retailers have had to purchase 
large and increasing quantities of merchandise that falls well below the 
quality standards of pre-war period. This has been done, of course, not 
as a matter of policy but because better goods are not available. The 
consumer resistance that is usually provoked by deterioration of quality 
has not been in evidence, for customers know that quality cannot be 
maintained for many groups of products under present conditions and 
purchasing far exceeds available supplies of consumer goods.” (Journal 
of Commerce, Jan. 4, 1944.) 


Numerous inquiries were therefore conducted on the specific items 
priced as to their potential physical wearing possibilities. They led to 
the conclusion that the proposed replacement schedule was unrealistic 
and out of date particularly respecting men’s cotton apparel, and wom- 
en’s and children’s clothing. The normal expectancy for these gar- 
ments was overrated. There is also the second factor of war-time de- 
terioration. 


One example of this is men’s cotton shirts for which objective pub- 
lished information is available. The man in this budget is allowed one 
dress shirt, and one cotton workshirt per year and a part-wool work 
shirt each two years. The cotton shirts are of low count print cloth. 


The dress shirt could presumably be worn at least during 52 wearing 
periods. The cotton work shirt would be worn for at least 52 wearing 
periods or about 250 days per year. The American Institute of Launder- 
ing reports that its tests of medium priced broadcloth shirts showed an 
average of 31.2 periods of wear and washings. The range was from 28 
to 38. The Institute noted that test of fabric strength of various parts 
of worn out shirts revealed localized fabric weaknesses “evidently due 
to wear and not to laundering.” (Daily News Record, Jan. 14, 1943.) 
The proposed replacement schedule for a lower grade of shirt is pa- 
tently inadequate. 


Similar analysis of other cotton items where the maximum washing 
frequency is 20 to 25 times indicates that the garments will probably 
not survive for the period required by this budget. It was not possible 
to accumulate quantitative evidence or tests which would definitely en- 
able the investigator to reevaluate the entire replacement schedule. It 
may nevertheless be observed, with the support of many persons inti- 
mately acquainted with these garments and apparel items, that the re- 
placement schedule is particularly deficient at the present time because 
of the wholesale deterioration taking place in clothing and shoes, par- 
ticularly among lower priced items. The shoe replacement schedule is 
below the ration allowance. 
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5. Cost of Clothing 


The clothing items as specified with the replacement schedule fur- 
nished by the WPA emergency budget now cost $172.73 on an annual 
basis. The variation among the cities set the range from $160.65 as a 
low for High Point, N. C. and $182.97 as a high for New Bedford, 
Mass. (Table XV.) The cause for the minor differences in cost is the 
variation in quality and types of article sold. On the whole, the two 
southern cities sold somewhat lower quality goods. The few pronounced 
differences reflect these slightly different qualities. Despite these varia- 
tions the prices are uniform. (Table XVI.) 


Other factors should be considered in determining total cost. Most 
prominent are the deterioration of quality and the inadequacy of the 
replacement schedule. This factor has been variously estimated for the 
clothing budget as a whole. Mr. Oswald W. Knauth, President of the 
Associated Dry Goods Corporation, has estimated quality deterioration 
between 15 and 20 percent. This estimate is probably conservative for 
low priced items as indicated by the qualitative evidence on individual 
items. The replacement schedule would also have to be liberalized. 


The second important consideration is the effect of upgrading and 
scarity. The Labor Members of the Presidential Committee on the Cost 
of Living cite the results of three statistical series which. purport to 
take upgrading into account and conclude that it indicates a trading-up 


in prices of about 12 percent. To measure the potential effect of this 
factor, a calculation was made of the cost of the clothing in this budget 
if higher priced substitutes were included. These substitutes are items 
which do not conform to the specifications but are now stocked by the 
merchant and sold to the textile worker in place of the specified items. 
Prices for these substitutes were quoted either because the item re- 
quested was out of stock, and was not to be replaced, or because the 
volume seller for textile workers was at a slightly higher price. These 
are the items now available in stores. 


The effect was gauged in two cities; namely, New Bedford, Mass. 
and High Point, N. C. Some substitute prices were quoted for 33 items 
in New Bedford and 20 items in High Point. By including their prices 
in the calculation of the average cost, the prices of the particular goods 
affected were increased 11.3 percent in New Bedford and 20.8 percent 
in High Point. The actual increase in the clothing budget was 4.7 
percent. (Table XVII.) 


The total effect of “trading-up” or scarcity is not represented by these 
results as it would be necessary to determine the actual volume of mer- 
chandise of the type which was priced. Retailers reported their supply 
as generally low. There was a definite pressure toward purchasing 
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higher priced merchandise even in the case of items for which prices 
were secured. 


The third factor affecting the cost of clothing is the manner of pur- 
chase. Installment buying of clothing is very common among textile 
workers. The prices and the total costs were calculated on a cash pur 
chase basis. It is very probable that the volume of clothing bought by 
textile workers on an installment basis exceeds one-third of the total 
purchased. Installment stores maintain a price differential ranging from 
10 to 40 percent over the cash stores. One southern installment store 
whose cash and credit prices were analyzed showed an average of 33.2 
percent higher installment than cash prices. The actual cost of clothing 
to the textile worker would thereby be significantly inflated. 


6. Cost of Clothing Upkeep 


The emergency budget does not provide for cleaning and pressing 
of suits or dresses and coats. It allows for shoe repairs. The schedule 
for the man, boy and girl are three per year and the woman, only twice. 
No allowance is made for the repair of heels only. The clothing upkeep 
items include such matters as clothes brushes, shoe brushes and polish 
and additional items for sewing such as thread and needles. These limited 
provisions are indicative of the emergency character of this budget. 


The average cost of clothing upkeep as provided by the emergency 
budget is $19.18. (Table XV.) 


7. Cost of Personal Care 


The emergency budget does provide for haircuts for the man and 
boy but none for the wife and the girl in the family. Even those pro 
vided for the man would leave him shabby, as the budget provides money 
for only one per month and one each six and one-half weeks for the boy 


The other items of personal care are standardized items available in 
most department stores. Most items were priced for this survey by the 
U. S. Bureau of Labor Statistics in limited variety stores, and retail 
outlets of mail-order chains. We priced items which the Bureau’s in 
vestigators found unavailable in its survey. 


The average cost of personal upkeep as provided by the emergency 
budget is $21.96 per annum. 


8. Rise in Costs 1935-1944 


The direct total costs for clothing, clothing upkeep and personal care 
for a four person manual worker’s family at an emergency budget level 
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averaged, with no allowance for deterioration and scarcities and trading- 
up, $213.87 per year in January-February 1944. This sum compares 
with $125.43 which the WPA found to be the cost in 1935. A rise of 


70.5 percent had taken place in the cost of clothing, clothing upkeep and 
personal care. 


The total cost of the clothing item would be increased if allowances 
were made for further deterioration, trading-up and the cost of in- 
stallment purchases. 
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CHAPTER IV 
HOUSING 


1. Characteristics of Housing for Emergency Budget 


The housing standards developed by the Works Progress Adminis 
tration are eminently clear for the maintenance of budget standard dwe! 
ling. It describes it as follows: 


“The house must be safely constructed and is in at least a fair 
state of repair, clean, sanitary, free from dampness and without 
serious fire hazards. Where there is a state or local housing code 
setting minimum standards for such essentials as light and air, 
sanitation, etc., and where there is a building code setting standards 
for structural safety, compliance with these regulations is essential 
There must be running water and provision for sanitary disposal 
of waste. Each room should have natural light and ventilation, with 
at least one window of normal size opening directly outdoors so 
as to admit light and air. Desirable attributes are a respectable, 
non-industrial neighborhood, without traffic hazards, and con- 
veniently located with reference to schools, work, church, transpor 
tation lines, shopping area and playground ; where streets are paved 
and there are sidewalks, gas and electricity connections. Storage 
space in the house for food and clothing, sunlight, arrangement of 
rooms to insure privacy as well as warmth, number and size of 
rooms in relation to occupancy, are important items to be con- 
sidered”. . . 


“Except for very large families, however, an average of not more 
than one person per room may be accepted as the minimum”. . . 


“Number of rooms rather than floor space is suggested as a guide 
to adequacy, except that rooms should be of sufficient size to accom- 
modate the number of persons who are supposed to use them, for 
the purposes of normal family life. Bedrooms should have space 
for one double or two single beds, a chair and chest of drawers: 
dining accommodations should be adequate to permit seating all 
members of the family at table at the same time for meals; the 
living room should be large enough for a couch and easy chairs. 
In all instances, space for moving about, children’s play, and or- 
dinary household activities must be assured”. . . 
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“Minimum maintenance standards for housing demand that all 
these attributes be included and that each family have a bathroom 
with tub or shower and toilet for its exclusive use. This must be 
in a separate compartment within the house or apartment, except 
that, where freezing temperatures rarely occur, it may be on the 
back porch. Cellar or community toilets of any kind are not to be 
considered satisfactory, and yard toilets are acceptable only when 
they comply with local health requirements and no other form of 
toilet is practicable.” 


The specifications for the emergency budget are not so clear. The 
principal structural distinction is found in the statement that “where. such 
a distinction can be made, all the essentials specified above should be 
secured, except that private tub or shower may be omitted. Ir. localities 
where only substandard housing provides this type of equipment, re- 
sulting in disqualification on that basis, other criteria must be used, such 
as less desirable neighborhood, older or less convenient house, or other 
intangible but real divergencies from maintenance standards.” 


The WPA standard instructions on housing stated : 


“A standard dwelling unit meets the housing requirements of 
either a minimum decency or an emergency budget. The former 
provides for a private bathroom; the latter only for a private toilet. 
Other requirements are identical for both budgets.” 


The WPA guide completes its description by observing that “a con- 
venient guide to the type of housing which may be obtained to meet 
emergency conditions and still insure standards of health and decency 
is using a rent ratio equivalent to approximately 75 percent of average 
rents of maintenance housing.” 


2. Houses Priced 


The above specifications provide for a liberal range of potential 
housing. The WPA survey declared that while it was desirable to cover 
the same areas in the rent survey as was used for the clothing and food 
surveys, it was not always feasible since “standard dwelling units do 
not exist in the area selected for survey.” It instructed its investigators 
to study “housing which meets specifications for standard dwellings . . . 
in other parts of the city . . . outside of the selected neighborhood.” 
Its general practice was to compute its “city average rents from charges 
for better accommodations.” It found “working class housing, in general, 
sO poor in some cities that to get reports of rents for accommodations 
meeting the specifications it was necessary to price dwellings not cus- 
tomarily occupied by industrial, service and other manual workers of 
small means.” 
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This investigation was limited exclusively to textile workers’ areas 
and homes. As a result the rents reported in the survey are lower than 
would result from following the procedures and practices employed by 
the WPA survey or the Bureau of Labor Statistics. 


In New Bedford data were secured for dwellings in the heart of the 
North and South Ends of the city, the areas in which the workers live. 
Data from the cottages along the shore drives were not used, even 
though a good portion of workers live there. In Lewiston prices were 
secured for dwellings in workers’ districts exclusively, such as Lincoln, 
Oxford, etc. Streets between the canal and the Androscoggin River, in 
the shadow of the Bates, Hill and Androscoggin Mills; and for smaller 
tenements to the east of the mills and the main streets. Only two price 
quotations were secured from Auburn, which is regarded as a more 
favorable residential area. In West Warwick prices were secured only 
for worker’s dwellings. In High Point rent data were obtained from 
the Highland Mill Village, from the immediate area outside the village 
between Main Street and the Mill, and from streets branching off High- 
land Avenue; from houses in the Pickett Mill area; from houses in the 
Hillcrest Silk Throwing Mill area; and from the Clara Cox Homes and 
Daniel Brooks Homes, local public housing projects. In Henderson, 
prices were obtained for dwellings in the mill village area, and outside 
the limits of the village proper but between the village and the city limits. 
This latter area is equally a worker's district. 


None of the neighborhoods of these homes fulfill all the requirements 
respecting location. The New England housing was within the mill 
neighborhood, frequently inconvenient for high schools and playgrounds. 
In the South, in addition to these objections, many streets and side- 
walks are unpaved. Workers’ houses are located at considerable dis- 
tances from transportation and shopping areas. In New Bedford the 
two, three and four family tenements were priced but not single cot- 
tages. In Lewiston rents were secured for the common dwelling which 
is the four and five story wooden tenements containing as many as 16 
dwellings. The smaller tenements were priced to the east of the mills. 
In West Warwick the survey covered small two and three family houses. 
In High Point rents were obtained for substandard company houses, 
single cottages, and public housing projects. In Henderson, the prices 
were secured for single cottages. 


Most dwellings barely measured up to the standards of the specifi- 
cation. In New Bedford many tenements recently were brought up to 
“standard” through the addition of capital improvements made to cir- 
cumvent the rent freeze. A local health officer characterized workers’ 
housing in Lewiston as conducive to low health standards because of 
their dampness, and darkness and absence of healthful surroundings 
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and facilities. Few houses priced in High Point, with the exception of 
the public housing project, had inside toilets. Private bathtubs, were 
found unusable in winter because of the lack of heat in the bathroom. 


The houses in the Henderson mill village areas have pit-type yard 
toilets. 


Storage space for food and clothing inside the house, described in 
the specification as “important items to be considered,” are very in- 
adequately met. A frequent sight in such housing was a wardrobe hang- 
ing from doors. Many houses are unequipped with food pantries or 
storage closets. So-called home grown meat had often to be hung from 
special beams in the living room. 


The rents were secured from the lowest class of dwelling which 
could meet standard specifications. Only workers’ homes were included. 
The following table illustrates the limitations placed on the collection 
of rent data for this calculation of the cost of the emergency budget; 
alongside of the column of actual rents included in the survey is a column 
of rents prevailing for standard housing within each city. 


Weekly rents for other Average actual 

standard homes in weekly rents of 

City community workers’ homes 
New Bedford, Mass. ........... $6.00 per week to $5.00 

$35.00 per month 

Lewiston, Auburn, Me. 8.50 - $10.50 5.80 
West Warwick, R. I. 8.50 - 10.00 5.00 
SERN, BO ee ss. 3.38 


Henderson, N. C. 8.00 - 10.00 3.50 


The houses priced in the respective cities are of course not identical. 
Such uniformity as prevails exists because they meet the specified 
physical characteristics. The differences in the types of homes in each 
city predetermined the actual rent charges. The final rental cost es- 
tablished in the budget is in each case the prevailing charge for housing 
which meets the standards set for this budget. The houses varied con- 
siderably in the degree of liberality with which they met the standards. 


3. Pricing Procedure 


Information on rents was secured by interviews and house to house 
price surveys in workers’ areas. Health officers, local housing officials, 
real estate agents, bank officials handling real estate and social workers 
were interviewed. Rent surveys were made in Lewiston-Auburn, Maine, 
West Warwick, R. I., High Point, N. C. and Henderson, N. C. 
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4. Cost of Housing 


The WPA budget indicates that emergency housing should be priced 
at “approximately 25 percent of average rents of maintenance housing.” 
This procedure was followed though close study of these dwellings 
suggests that they are truly emergency housing. In Henderson, N. C., 
the homes included in the survey barely conform to specifications. The 
entire mill village lacks a sewage disposal system and paved streets, and 
many houses must use neighborhood springs and wells for water. Hen- 
derson Mill village housing was therefore considered to be at the emer 
gency level. 


It may be noted in passing, that vacancies were non-existent in these 
cities. Rent levels on vacated dwellings are probably higher than are 
reported in this survey. 


The total annual rents and water charges of dwellings for each of the 

five cities are as follows: 
Rent 
City Actual Emergency Water Total 

Average $200.82 
New Bedford, Mass. ' $195.00 195.00 
Lewiston-Auburn, Me. ..... 301.60 226.20 226.20 
West Warwick, R. I. ...... 260.00 195.00 195.00 
co  ® S ee 233.76 175.32 184.32 
i 182.00 182.00 203.60 


5. Rent Increases 1935-1944 


Rent increases are not truly reflected in the reported housing costs 
because of the contrasting severity of standards employed in the selec- 
tion of appropriate housing to be priced. Nevertheless, the comparison 
is suggestive. The average rent including water shown for the New 
England and South Atlantic area by the WPA budget was $171.10 
which compares with the average rental of $200.82 reported for the 
five cities in this survey. 





1920 AMEND FAIR LABOR STANDARDS ACT OF 1938 


CHAPTER V 
HOUSEHOLD OPERATIONS 


The household operations include the cost of fuel, ice, electricty, 
household supplies, furniture, furnishings and household equipment, 
refuse disposal and unspecified items. The quantities of each item al- 
lowed are adjusted to the emergency budget. The WPA quantities and 
directions were adopted in each calculation. 

1. Fuel 


The fuel allowance for room warming, water heating, and cooking 
is based upon the climates of the areas in which the cities are located. 
The Works Progress Administration budget established four climate 
areas with fuel allotments for each. The table below contains the fuel 
allowances for a five room house included in the computation of each 
budget. In all three New England cities the cost of gas for cooking and 
water heating was included rather than the cost of anthracite because 
the former was cheaper. In the two southern cities both bituminous 


coal and wood were used as fuel. Half of the budget allotment was al- 
located to each fuel. 


FUEL REQUIRED PER YEAR FOR DIFFERENT 
CITIES ON EMERGENCY LEVEL 


Lewiston - Auburn, Climate “A” 


Fuel Purpose Months Quantity 

Required Unit Required 

Anthracite Room warming, cooking, 7 Ton 4V 
water heating 


Gas, manufactured Cooking, water heating 5 cu. ft. 8250 


New Bedford - West Warwick, Climate “B” 


Anthracite Room warming, cooking, 7 Ton 
water heating 
Gas, manufactured Cooking, water heating 5 cu. ft. 


High Point - Henderson, Climate “C” 


Bituminous Room warming, cooking, Ton 


water heating 
Wood Room warming, cooking, 

water heating 
Bituminous Cooking, water heating 
Wood Cooking, water heating J 
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The fuel costs for the five cities were as follows: Average of the five 
cities $86.86; New Bedford, Mass. $86.25; Lewiston-Auburn, Me 
$100.90; West Warwick, R. I. $84.06; High Point, N. C. $94.65; and 
Henderson, N. C. $68.42. 


2. Ice 


The emergency budget provides an annual ice allowance of 2700 
pounds for the northern cities and 3787.5 pounds for the southern cities 
The cost of ice included in this emergency budget was the following: 
average for five cities, $18.13; New Bedford, Mass., $16.20; Lewiston 
Auburn, Me., $14.85; West Warwick, R. I., $16.20; High Point, 
N. C., $20.68; and Henderson, N. C., $22.72. 


3. Electricity 


The emergency budget provides an allowance of 197 kilowatt hours 
of electricity per 12 months, or 16.42 kilowatt hours per month. This 
consumption of power charged at the prevailing rates in each community 
represents the cost of electricity allowed in the budget. 


There is an additional allowance to cover the cost of electric lamp 
replacements and other miscellaneous electrical costs. This amount is 
$1.50 exclusive of sales tax, and is added directly to the budget allow- 
ance for electricity. 


The electricity cost for the five cities were as follows: average for 
five cities, $14.71; New Bedford, Mass., $12.54; Lewiston-Auburn, Me., 
$17.22; West Warwick, R. I., $15.06; High Point, N. C., $14.99; and 
Henderson, N. C., $13.91. 


4. Household Supplies 


Eleven commodities constitute the household supplies budget. Of 
these eleven, five were separately priced in each city. For the remainder, 
an identical amount of money based on actual price quotations was al- 
lowed for each city. This identical procedure was followed in the Works 
Progress Administration survey. The amount computed for these six 
items, exclusive of sales tax, amounted to $6.10, as compared with 
$5.70 in the WPA Survey. The amount allowed for the emergency 
budget is ninety percent of the total cost of these supplies. The average 
cost for the five cities was $22.65. 


5. Furniture, Furnishings and Household Equipment 


a. Characteristics of Emergency Budget: 


Indicative of the low standard prescribed by the emergency budget 
is the type of furniture and household equipment provided and its ex- 
pected period of use. The Works Progress Administration declares as 
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follows: “The housing and facilities for heat and light already described 
form the basis for estimating requirements in the furniture, furnishings 
and equipment budgets; namely, kitchen, living room, bathroom or 
toilet, and one bedroom for each two persons, warmed by coal or wood 
stoves in winter and with gas as supplementary fuel for cooking and 
light and operation of small household appliances by electricity.” 


The budget sets up the necessary furniture items for the various 
rooms. It includes 25 items for the living room and bedroom; 16 items 
for bedding and linen; 18 items for dishes and cutlery; 65 items of 
kitchen equipment; 16 items for laundry and cleaning equipment; and 
12 miscellaneous items. 


All merchandise is of an “inexpensive grade.’’ Most items for which 
specifications were not secured were priced directly by the Bureau of 
Labor Statistics in limited price variety stores, and retail outlets of 
mail order chains. The latter process insured that these items meet the 
standards of an emergency budget. In fact, 95 items out of a total of 
the 152 were so priced. 


All items included are of the cheapest variety. The sheeting, for ex- 
ample, is of 64 x 64 and 62 x 54 construction. The blanket is a 5 percent 
wool blanket. The bedroom rug is a braided cotton one. The wooden 
furniture is made of gum and similar hardwood with a maple and 
walnut finish. 


The WPA study declares as follows: “In the list is included a large 


group of itefns which may be obtained at any 5-10-25 cents store. Few 
of these commodities are standardized as to quality. Hence some prices 
at the chain stores may be higher than would be found locally in neigh- 
borhood stores, some may be lower; of other articles, the quality may 
not be identical with that of articles serving the same purpose sold in 
neighborhood stores at comparable prices. There is no reason to sup- 
pose, however, that total cost would not average up sufficiently to justify 
this procedure in pricing the budget. It is assumed that no second-hand 
equipment would be purchased.” 


Deterioration of the quality of this merchandise is very marked, both 
in textile and harder goods. The Labor Members of the President's 
Committee estimate that quality deterioration is responsible for an 
“unreflected increase of at least 15 percent in the cost of house- 
furnishings.” 


b. Replacement Schedules: 


The major problem in calculating the cost of furniture, furnishings 
and household equipment is to determine replacement schedules. The 
WPA emergency budget is based upon the procedure of listing “‘all 
the goods necessary for housekeeping and express the annual cost of 
upkeep as a percentage of the total initial cost. The percentage of initial 
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cost method has been used here because of its simplicity and because it 
avoids assignment of definite durability standards to each item, the 
probable wear of which is necessarily dependent on a number of un 
known variables.” “For purposes of the present budget it was assumed 
that immediate use rather than length of service would necessarily con 
trol choice of furniture, furnishings and equipment, and that durability 
would be somewhat less than might be expected of better quality mer 
chandise sold at higher prices.” 


It concludes by saying that “because of the inexpensive grade of me 
chandise called for in the budget, annual replacement is to be calculated 
as 10 percent of initial cost for the maintenance budget and 6 percent 
for the emergency budget. The method then necessitates pricing each 
item on the list of furniture, furnishings and equipment required for 
normal housekeeping, multiplying the average price of each by the 
estimated necessary initial stock totaling their cost and expressing annual 
changes as 10 percent of total initial cost for the maintenance budget 
and 6 percent for the emergency budget. Where a sales tax is of local 
application, it should be computed as the approximate percentage of 
annual replacement.” 


The replacement schedule is most conservative. Little allowance was 
made for breakage and for the cheap quality of merchandise. It appears 
visionary to ask that 12 cups and saucers shall last a family of four for 
16 years, or that one tablecloth shall survive for these many years, or 


that 3 tablespoons shall serve a family of four. There can be no doubt, 
therefore, that the total allowance is most meager. 


c. Pricing Problems: 


As indicated, 95 items were priced at chain stores or retail outlets of 
mail order houses primarily by the Bureau of Labor Statistics. This 
same procedure was employed by the WPA investigators to save time 
and assure uniformity. Their total cost was $97.59 in the three northern 
cities and $101.39 in the southern cities because of the sales tax. The 
most difficult problem encountered in the survey was to find prices for 
all items since many were scarce. Considerable persistence was required 
to find them. They were all particularly scarce in northern cities. 


The total number of stores in which the items were priced exclusive 
of the 95 for which uniform price quotations were employed, were as 
follows: 

Lewis- 
New ton, W. War- High Hender 
Bedford, Auburn, wick, >oint, son 
Mass. Me. m8 N. ¢ se 
Furniture 7 8 5 9 5 
Furnishings 9 § 4 


Household Equipment . .47 7 
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d. Cost of Furniture, etc.: 


The total cost of the initial stock for the five cities averaged $661.69. 
The emergency budget allowance of 6 percent resulted in an annual 
cost of $39.70. The highest allowance was for West Warwick, $40.18. 
The difference between the high and low was only one dollar per year. 
(Table XVIII.) 


The above cost understates the actual cost. Deterioration of mer- 
chandise is probably the most significant single factor. Actual purchases 
would also be affected by the scarcity of these items since people in 
need of any article would be compelled to buy much higher priced 
merchandise. There is much less opportunity for buyers to price these 
goods and compare values. Upgrading and disappearance of low cost 
merchandise are raising actual costs. 


These estimated costs are all based on cash purchases. Nevertheless, 
textile workers usually buy furniture and household equipment on an 
installment basis. The price agents were instructed to secure only cash 
prices and only cash prices were used in the actual computations of 
cost. However, merchants, particularly in the two southern cities, insisted 
on reporting their credit prices. They considered the cash prices unrea- 
listic as most of their goods were sold on credit terms. As a result, the 
agents obtained credit prices. In the two southern cities, 3 out of the 10 
household equipment stores in High Point and 6 out of the 10 stores 
in. Henderson which furnished household equipment cash prices also 
reported credit prices. The ratio for furniture sales was even higher. 
Five out of the 9 High Point stores and all 5 of the Henderson stores 
furnished credit prices. 


The credit prices for furniture and household equipment exceeded 
cash prices for the same articles by an average of 22.1 percent in High 
Point and 13.5 percent in Henderson. The difference is explained in 
part by the fact that virtually all buying in Henderson is done on credit 
and price competition is conducted on quoted credit prices. In High 
Point credit buying is less extensive and is a special service. The actual 
annual cost of $39.70 would be considerably increased in actual buying 
by reason of installment purchasing, deterioration, upgrading and disap- 
pearance of low cost merchandise. 


e. Rise in Costs 1935-1944: 


The average annual cost of furniture, furnishing and household equip- 
ment for the four person manual worker’s family at the emergency level 
in March 1935 averaged $18.90. In the New England cities the average 
was $18.82 and in the South Atlantic cities $18.97. These compare with 
the 1944 cost of $39.83 in the three New England cities and $39.50 in 
the two southern cities. The average rise in costs of cash prices was 
110 percent. 
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6. Unspecified Essentials 


The 1935 budget allowed a flat sum of $2.76 for items including 
postage, telephone calls, writing materials, etc. which are termed un 
specified essentials. This amount has been increased to $4.00, exclusive 
of sales tax. 


7. Refuse Disposal 


There were no reported charges for disposal of refuse, ashes or other 
trash in any of the five cities. 


8. Total Cost of Household Operations 


The total cost of the various items of household operation averaged 
$186.11 for the five cities for a manual worker’s family of four persons 
at the emergency level of living. The range was between a high of 
$198.84 to a low of $172.05. This cost compares with that in March 
1935 when the cost was $126.88; a 46.7 percent rise had taken place 
during this period. 
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CHAPTER VI 


MISCELLANEOUS FAMILY NEEDS 


The WPA emergency budget establishes a number of provisions for 
the miscellaneous family needs which include medical care, transporta- 
tion, costs of school attendance, recreation, life insurance, church con- 
tributions and taxes, including personal property, capitation and school 
tax. [In this present survey we have added union dues. All provisions are 
meager and limited. 


1. Medical Care 


The cost of medical care provided by the budget is based upon the 
average experience of workers’ families as revealed by the data collected 
by the United States Public Health Service and the Committee on the 
Cost of Medical Care. The medical service schedules represent an 
adequately weighted “sample of the wide variety of needs which may 
occur in the course of a lifetime . . . The weights represent expected 
annual service per 1,000 persons. For the lifetime needs of each indi- 
vidual prorated to an annual cost, costs are to be computed as one one- 
thousandths of the group cost.” The budget further adds that “ if the 
services listed are regarded as samples chosen to provide representative 
cost estimates and if the cost thus computed is regarded as one year 


share of the payment for medical care sooner or later to be required, 
the difficulty disappears and the method appears reasonable.” 


The budget provides a meager standard. The allowance for medical 
care for a family of 4 is only 3.6 house doctor calls and 6.4 office calls 
and .24 surgical operations per year. The nursing care is 1.6 house calls 
and the dentist, only 2.4 treatments for the entire family of four for a 
year. The hospital care provided is 4 days in a hospital in the ward. Ad- 
ditional minor allowances are made for optometrist and a limited col- 
lection of medicines. The budget for the emergency level of living is set 
at only 90 percent of this maintenance allowance.* 


The actual pricing was done through visits and calls upon physicians. 
cdlentists, optometrists and druggists who were serving textile workers. 


*These physician calls must be contrasted with the results of a survey in 1942 of 
annual services per person obtained from private practitioners in the urban coun- 
ties including important textile communities in the State of Georgia where the 
average was 4.89 per person which would be 19.6 services per year for a family 
of four. A. Ciocco and I. Altman “The Patient Load of Physicians in 
Private Practice, Public Health Reports v. 58, p. 13, September 3, 1943). 
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In several cities it was possible to obtain fee data from virtually every 
practicing doctor or dentist in the city. In every city the coverage was 
extensive. 


In three cities where there was no organized nursing service, the 
average for the two other cities was employed. The resulting average 
is slightly below the prevailing rates for nursing care. 


The total cost of medical care for the five cities was $53.54. The 
range in cost was between a low of $44.69 to a high of $58.25. 


These costs are to be compared with the costs in 1935 which were 
$47.68 for the medical care budget with an average cost in New England 
of $48.94 and in the South Atlantic states of $46.62.:The rise was 12.3 
percent. 


2. Transportation 


The cost of transportation was determined on the basis of a careful 
study of the distribution of workers in each community and the trans- 
portation of the members of the family. The cost of transportation in 
the emergency budget includes carfare only; no provision is made for 
an automobile. The carfare costs for the man is based upon 306 work 
days per year. The estimated cost for the boy and girl are based upon 
a uniform school year of 180 days for each of the cities. The cheapest 
available fare was used in each instance. Where special token or other 
fare reductions exists, these were used in the computations. The cost 
for the two children was determined in terms of the distances from 
their schools. In each instance conservative estimates of transportation 
requirements were made. 


The annual final cost for the five cities was $37.11. The lowest cost 
was found in Lewiston-Auburn, Me. and the highest in New Bedford, 


Mass. (Table XX.) 


3. School Attendance 


There are no public school fees in New Bedford or in West War- 
wick. In Lewiston-Auburn there is a fee charged to high school students 
which covers athletic fees, class dues, etc. These charges are not com- 
pulsory but are met by virtually all students; therefore provision has 
been made for this fee in the budget. 


The southern cities have book fees, school fees, and extra fees for 
certain courses, such as manual art training. These are included in the 
school attendance costs. 


The northern cities have large parochial school systems. Tuition fees 
are generally paid for students in attendance, in addition to general 
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contributions made by Catholic families for the support of these schools. 
(See section on taxes.) These compulsory parochial school fees have 


been adjusted in each city by the percent of workers’ children attending 
parochial schools. 


In addition to these compulsory fees, an allowance of $1.50 per 
family, excluding sales tax, has been added for the purchase of paper. 


pencils, and for other such miscellaneous expenses incidental to school 
attendance. 


The average school attendance cost was $8.26. The low was $2.50 
in New Bedford, Mass. and the high was $10.45 in Henderson, N. C. 


4. Recreation 


The emergency budget allows attendance of each member of the 
family at a motion picture theatre once per month. The admission prices 
were those for a week-night. The actual budget called for a Saturday 
night for the adults and Saturday matinee for the children. The cost is 


therefore less than would be permitted. The average cost for the five 
cities was $12.59. 


The budget for tobacco, toys, candy, gum, beverages, athletic equip- 
ment and other items incidental to the satisfaction of year in and year 
out recreation needs was set at $7.20 per family, exclusive of sales tax, 
which would have to be added to some items. 


No provision is made for electric current for the operation of the 
radio in this emergency budget. 


5. Union Dues 


The current rate of union dues in the particular cities was used. 


6. Church and Other Contributions 


The emergency budget provides for an average of 5c per person per 
week for church and Sunday school. This provision is completely un- 
realistic. Church and charitable contributions exceed this allowance. The 
low incomes common among the neighbors require these families con- 
stantly to aid others in one manner or another. The proposed sum of 
Se per person per week is however retained in the budget calculation. 


7. Life Insurance 


The sum included for life insurance is identical with that proposed in 
the original budget, namely the weekly rate of 15c each for the man 


and the woman, and 5c for each child. This insurance is truly burial 
insurance. 
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S. Taxes. 


The provision for taxes has been varied according to the local tax 
rates. This tax discussion does not include social security taxes, with- 
holding taxes, or unemployment insurance taxes. 


Only the southern budgets make provision for payment of personal 
and property taxes levied by both the county and the city. The amount 
of taxable property was reckoned as the total furniture, household 
furnishings and equipment provided by the budget. This was assessed 
at 6634% to determine the tax valuation, and the tax was computed 
on this amount. The budget for High Point included the total amounts 
of city and county taxes. The Henderson budget includes tax allowances 
based upon 100% of the county tax and 20% of the city tax. 


All budgets except for Lewiston include provision for poll taxes. In 
the northern cities one poll tax is paid. In the southern cities there is 
a city and county poll tax. 


The northern cities each contain extensive parochial school systems 
which are supported by the Catholic population. Detailed data obtained 
from authorities in the City of Lewiston indicate that the average as- 
sessment per Catholic famliy for the maintenance of the parochial school 
system—exclusive of other contributions to the Church—amounts to 
$13.00 per year. This amount has been used as the basic parochial school 
tax for Catholics for Lewiston-Auburn, New Bedford, and West War- 
wick and has been adjusted by the estimated percentage of Catholic 
workers resident in each city. The resulting amounts have been added 
to the tax allowances in the budget. 


No provision has been made in the budget for dog taxes, which are 
a frequently paid tax by low income workers in the South particularly, 
or for other taxes. 


The average tax cost for the five cities was $7.33; the range was from 
a low of $5.20 to a high of $11.44. 
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TABLE I 


Annual Cost of Living, 4-Person Manual Worker’s 
Family, Emergency Level, Five Cities 
January-February, 1944 


Aver- New Lewis- West 

age, Bed- ton— War- High Hend- 
Budget Item Five ford, Auburn, wick, Point, erson, 

Cities Mass. Maine R. I. NM... @> Birt) 


Total Cost of Living 
(Commodities and 
Services) (b) $1415.46 $1407.88 $1441.07 $1446.05 $1413.60 $1368.72 


Food 642.26 632.53 650.53 659.89 652.34 616.01 


Clothing, Clothing 
Upkeep, etc. 213.87. 223.88 215.90 223.32 204.34 201.84 
Clothing 172.73 182.97 176.58 182.67 160.65 160.75 
Clothing Upkeep 19.18 18.57 18.34 17.36 21.73 19.88 
Personal Care 21.96 22.34 20.98 23.29 21.96 21.21 


Housing, including Water 200.82 195.00 226.20 195.00 184.32 203.60 


Household Operation 186.11 181.78 198.84 183.26 194.77 172.00 
Fuel 86.86 86.25 100.90 84.06 94.65 68.42 
Coal or Wood 75.50 89.35 69.50 94.65 68.42 
Gas 10.75 11.55 14.56 
Ice 18.13 16.20 14.85 16.20 20.68 22.73 
Electricity 14.71 12.54 17.22 15.06 14.99 13.91 
Household Supplies 22.65 23.09 22.26 23.76 20.32 23.82 


Furniture, 
Furnishings, etc. 39.70 39.70 39.61 40.18 40.01 39.00 


Refuse Disposal 
Unspecified Essentials 4.05 4.00 4.00 4.00 4.12 4.12 


Miscellaneous 172.40 174.69 149.60 184.58 177.83 175.27 
Medical Care 53.54 58.05 51.84 58.25 44.69 54.88 
Transportation 37.11 45.01 18.90 42.53 45.53 33.56 
School Attendance 8.26 2.50 10.30 9.50 8.55 10.45 
Recreation 19.88 19.68 19.16 21.60 18.22 20.74 

Motion Picture Theater 12.59 12.48 11.96 14.40 10.80 13.32 
Tobacco and Toys 7.29 7.20 7.20 7.20 7.42 7.42 
Union Dues 15.08 13.00 13.00 13.00 18.20 18.20 
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TABLE I (Continued) 


iN 


ow NM PP OI ON OO O™ 


Aver- 


age, 
Budget Item aa. 
— Life Insurance 20.80 
— Church Contribution 10.40 
__ Taxes 7.33 
Personal Property 
Capitation 
School 
Taxes and Bonds 
Withholding Tax 
~-Social Security (1%) 
War Bonds (10%) 


Total Cost of Living 
Including Taxes and 
Bonds 


Adjustment for Food 
Buying Habits 
Additional Food Cost 
Revised Total Cost of 


Living (Commodities 
and Services) 


1621.41 


109.18 


1524.64 


Revised Total Cost of 
Living Including Taxes 


and War Bonds 1752.18 


(a) Includes sales tax. 


New 
Red- 
ford, 
Mass. 


20.80 


27.60 
16.13 
161.30 


1612.91 


107.53 


1515.41 


1741.79 


Lewis 


West 


ton War 
Auburn, wick, 


Maine R. I 


20.80 20.80 
10.40 10.40 
5.20 8.50 


2.00 
6.50 


27.60 
16.56 
165.57 


High 
Point, 
N.C. (a) 
20.80 
10.40 
11.44 
8.44 
3.00 


27.60 
16.19 
161.93 


1650.19 1655.78(c)1619.32 


112.18 


1551.66 1558.23 


110.08 


1523.68 


1780.22 1787.67(c)1751.10 


Hend 
N Cc (a) 
20.80 
10.40 
6.24 
4.24 
2.00 


27.60 
15.69 
156.87 


1568.78 


1473.44 


1694.65 


(b) These costs make no provision for deterioration, upgrading, scarcity of 
commodities or other war time factors affecting cost of living. 


(c) Excludes unemployment insurance tax. 
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TABLE II 


Cost of Living Per Year, Per Month, Per Week, Per Hour 
4-Person Manual Worker’s Family, Emergency Level, 
Five Cities, January-February, 1944 


Cost of Commodities Per Per 


Per 
and Services Per Year Month(a) Week(b) Hour(c) 


A. Without Food Shopping Allowance 
Average, Five Cities $1,415.46 $117.96 $27.22 $.708 
New Bedford, Mass. 1,407.88 117.32 27.07 704 
Lewiston-Auburn, Me. 1,441.07 120.09 27.71 J2\ 
West Warwick, R. I. 1,446.05 120.50 27.80 723 
High Point, N. C. 1,413.60 117.80 27.18 707 
Henderson, N. C. 1,368.72 114.06 26.32 684 


B. With Food Shopping Allowance 


Average, Five Cities 1,525.64 127.14 29.33 762 
New Bedford, Mass. 1,515.41 126.28 29.14 758 
Lewiston-Auburn, Me. 1,551.66 129.31 29.83 776 
West Warwick, R. I. 1,558.23 129.85 29.97 479 
High Point, N. C. 1,523.68 126.97 29.30 762 
Henderson, N. C. 1,473.44 122.78 28.33 737 


Cost of Commodities and Services 
Including Taxes and War Bonds 


A. Without Food Shopping Allowance 


Average, Five Cities 1,621.41 
New Bedford, Mass. 1,612.91 
Lewiston-Auburn, Me. 1,615.19 
West Warwick, R. 1. 1,655.78 
High Point, N. C. 1,619.32 
Henderson, N. C. 1,568.78 


B. With Food Shopping Allowance 
Average, Five Cities 1,752.18 
New Bedford, Mass. 1,741.79 
Lewiston-Auburn, Me. 1,780.22 
West Warwick, R. I. 1,787.67 
High Point, N. C. 1,751.10 
Henderson, N. C. 1,694.65 


(a) Per year amount divided by 12. 
(b) Per year amount divided by 52. 
(c) Per year amount divided by 2000. 
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Cost of Living Per Year, 4-Person Manual Worker's Family, 


Emergency Level, March, 1935 and January-February, 1944 


Total Cost of Living 
(Commodities and Services) 
Food 
Clothing, Clothing Upkeep, 
Personal Care 
Clothing 
Clothing Upkeep 
Personal Care 
Housing, including Water 
Household Operation 
Fuel 
Ice 
Electricity 
Household Supplies 
Furniture, Furnishings and 
Household Equipment 
Refuse Disposal 
Unspecified Essentials 
Miscellaneous 
Medical Care 
Transportation 
School Attendance 
Recreation - 
Motion Picture Theater 
Admission 
Tobacco and Toys 
Life Insurance 
Church Contributions 
Taxes 


WPA, March, 
1935 Aver- 
age: New 

England and 
South 
Atlantic 


$1,020.97 


462.43(b) 


125.43 
98.14 
11.64 
15.65 

171.10 


126.88 
54.65 
17.85 
15.06 
16.45 


18.90 
1.21 
2.76 


135.13 
47.68 
34.94 

4.98 


781 
4.82 
20.80 
10.40 
3.71 


Adjustment for Food Buying Habits 78.61 


Revised Cost of Living 


(Commodities and Services) 


1,099.53 


TWUA 





Percent 


Survey 1944: Increase: 


5 Textile 


Communities 


1935 


to 1944 


$1 ,400.38(a) 


642.26 


213.87 
172.73 
19.18 
21.96 
200.82 
186.11 
86.86 
18.13 
14.71 
22.65 


39.70 


4.05 
172.40 
53.54 
37.11 
8.26 


1,509.56 


37.2% 


38.9 


70.5 
76.0 
64.8 
40.3 
17.4 
46.7 
58.9 
1.6 
—2.4 
37.7 


110.0 


46.7 
27.6 
12.3 

6.2 
65.9 


61.2 
51.2 
0.0 
0.0 
97.6 


37.4 


(a) No provision for union dues was made for families on relief in 1935 
Budget. This item has been excluded from totals in this table. 

(b) Food cost for March, 1935 repriced for low cost family food plan by 
applying percentage difference in cost of low cost family food plan for 
the United States in January, 1944 and March, 1935 on the basis of Bureau 
of Labor Statistics prices. 





1934 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE IV 


Low Cost Family Food Plan for a Family of Four for One Week 
(Moderately Active Man and Woman, Boy 13-15 Years, Child 7-9 Years) 
(Weighting Number 1) 


Lb.—Oz. 
Cereals and bakery products (dry weight equivalent).... 15 — 12 
Flour, wheat 
Macaroni 
Corn meal 


Rolled oats 
Bread, white (dry weight equivalent = 3 lbs.,3 ozs.) 4 — 12 


Dairy products (milk equivalent) 20.5 quarts 
Cheese (milk equivalent = 1.2 qt.) 6 ounces 


Milk, evaporated (milk equivalent = 10.3 qt.).12 14% oz. cans 


Meat, poultry, fish 
Chuck roast 
Stew meat 


Hamburger 
Sausage 

Bologna 
Roasting chicken 
Veal, roast 
Fresh fish 


Potatoes, sweet potatoes 
Potatoes 
Sweet potatoes 


Dried beans, peas, nuts 
Navy beans 
Peanut butter 


bit a eal Nae 


0138 eae 
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TABLE IV (Continued) 


Lb.—Oz. 

Tomatoes, citrus fruit 

Oranges (approximately 3/5 doz.) 
Grapefruit (approximately 2 grapefruit) 
Grapefruit juice (approximately % No. 2 can) 
Canned tomatoes (approximately % No. 2 can) 

Green and yellow vegetables 

Jeans, green, fresh 

Cabbage 

Carrots (approximately 124 bunches) 
Lettuce (approximately % head) 

Spinach 

Peas, canned (approximately 4% No. 2 can) 

Other vegetables, fruit (fresh equivalent of dried fruit).. 10 — 
Apples — 
Onions — 
Beets (approximately 1 bunch) — 
Peaches, canned (approximately % No. 2% can) ... 
Prunes (fresh equivalent = 2 lb., 2 oz.) 


Fats and oils 
Butter 
Salt pork 


Oleomargarine 


Sugar and sweets 
Sugar 
Corn sirup 
Molasses 
Apple butter 


5 
g 
4 
9 
l 
8 
8 
8 
3 
3 
1 
l 
2 
5 
2 
5 
6 


SOURCE: U. S. DEPARTMENT OF AGRICULTURE 
Agricultural Research Administration 
Bureau of Human Nutrition and Home Economics 
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TABLE V 


Low-Cost Family Food Plan for a Family of Four for One Week 


(Moderately Active Man and Woman, Boy 13-15 Years, Child 7-9 Years) 
(Weighting Number 2) 








Cereals, bakery products (dry weight equivalent)...... 
Cereals: 
a a a le le eines 4— 12 
ee ile Cnn se ean KK Rn Can 13 
I 0d ich ww Reaemeoh 2b te betateved nah. ol 7 
ian a a nin ik bale hb elena bestia sal 13 
ee sky sx ok ON iw WOK eel 13 
EE Sree eno. GIF Al. olny means esis 13 
ree ons sand ss a anda Gah se os pie et 12 
Bakery products: 
Bread, white (dry weight equivalent = + lb. 12 0z.).. 7 — 1 
Bread, whole-wheat (dry weight equivalent = 7 oz.) 10 
Bread, rye (dry weight equivalent = 5 oz.)......... 8 
Vanilla cookies (dry weight equivalent = 12 0z.).... 1— 4 
Soda crackers (dry weight equivalent = 5 oz.)...... 8 
Dairy products (milk equivalent) ...... séadeedededeai 20.5 quarts 
Cheese (Milk equivalent = 2.0 qt.) ............... 10 ounces 


Milk 


SOV Pae ee CPA SEP PCCSCASCEEHECESCCCHEEPCPEPSEECSCSEEECPES 


12% quarts 


Milk, evaporated (milk equivalent = 6.0 qt.)..7 14% oz. cans 
Lb.—Oz. 


Fi a a alata adele 2 eine oe 7 — 






I a i a a 


I }] — 

SE ee, 8 ens cry a. Busts Wb 4A VS dd bd > 4d abd ] 

Ret ee A ie eel J ewe slewiree feo 

Pees eveuls bassnesiiuid. camel So user, . ] 
Veal: 


Roast, boned and rolled 


ALG aehVeatewteoer ot eoererLte weg. 
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TABLE V (Continued) 


Pork: 
Sausage 
Bologna 
Lamb: 
Leg 
Poultry: 
ag inn vino d's vk seins chs sepbies 
Fish: 
Salmon, pink 


Eggs (1% dozens) 


Potatoes, sweetpotatoes 
Potatoes 
Sweetpotatoes 


Dried beans, peas, nuts 
Pet hg Wawa e anes be +c onccieasedessbnearras 
Peanut butter 


Tomatoes, citrus fruit 
Oranges (approximately 3/5 doz.) 
Grapefruit (approximately two grapefruit) 
Grapefruit juice (approximately % No. 2 can) 
Canned tomatoes (approximately % No. 2 can) 


Green and yellow vegetables 
Beans, green, fresh 
Cabbage 
Carrots (approximately 14% bunches) 
Lettuce (approximately 1 head) 
Spinach 
Beans, green, canned (approximately 4 No. 2 can).. 
Peas, canned (approximately % No. 2 can) 


Other vegetables, fruit 
Apples 
Bananas 




















1938 AMEND FAIR LABOR STANDARDS ACT OF 1938 





TABLE V (Continued) 
















Lb.—Oz 4 

Other vegetables, fruit (continued) ................... 10— 8 E 
Beets (approximately 1 bunch) ................... 1— 1 Fe 
Peaches, canned (approximately 4% No.2% can) .... 8 fj 
Corn, canned (approximately % No. 2 can)........ 8 : 
Prunes (fresh equivalent = 1 lb. 9 oz.)............ 7 4 
POR Bid ed oe cee eee ieddececeeceVIRMWAW 8 x 
INTIS Ua Nia h'vnw se supa snen ey iaainn atts 8 : 

ep unes dna udadwces MRL 6 : 
oes oni 6 uaa ia alban oss ecmeneenee 6 : 

ES TOC e eek eae k aah Nen'ey Su8'es 04:00 0000028 Ts 11 : 
Shortening other than lard: in cartons .............. 3 : 

SR GAGE COMMER «ooo rie cevcccccccecc cee Hsin 3 3 
UPON Ce lrvc ceils crreveseewceees 2003530Q% 1— 0 . 
EE EE eT Te 3 
ID Bit dteeverdvdacnendvenenees t00ne. 2 — 12 : 
NE ra ditelite antansliw wen simetiensy eademe ce JOULE. 1 1 — 15 H 

net Mediadaten ebiininedin nema iiiin ns aan so 2 4 
a at 4 : 


SOURCE: U. S. DEPARTMENT OF AGRICULTURE 
Agricultural Research Administration, 
Bureau of Human Nutrition and Home Economics 
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AMEND FAIR LABOR STANDARDS ACT OF 1938 1939 


TABLE VI 


Moderate Cost Family Food plan for a Family of Four for One Week 
(Moderately Active Man and Woman, Boy 13-15 Years, Child 7-9 Years) 
(Weighting Number 3) 


Lb.—Oz 
Cereals and bakery products (dry weight equivalent) .... 4 
Cereals: 
Flour, wheat 
Macaroni 


Cornflakes 
Corn meal 


Rolled oats 
Flour, pancake 
Bakery Products: 
Bread, white (dry weight equivalent = 5 Ib.) 
Bread, whole-wheat (dry weight equivalent = 9 oz.) 
Bread, rye (dry weight equivalent = 9 oz.) 
Vanilla cookies (dry weight equivalent = 1 Ib. 5 0z.) 2 
Soda crackers (dry weight equivalent = 11 0z.)...... 1— 2 


Dairy Products (milk equivalent) 20.5 quarts 
Cheese (milk equivalent = 2.0 qt.) 10 ounces 
18.5 quarts 
Lb.—Ocz. 
PER CURLULSSUS Meee eet cet baccccseres cc cdoedes 9— 8 
Round steak 
Rib roast 
Chuck roast 
Stew meat 


Hamburger 

Veal, roast 

ED oss os eh ds bee be b-aee ere 599% ¥ 0 0% 
Ham, whole 

Sausage 





1940 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE VI (Continued) 


Meats (Continued) 
Bologna 
Lamb, leg 
Lamb, rib chops 
Roasting chickens 
Salmon, pink 
Salmon, red 


Eggs (approximately 124 doz.) 


Potatoes, sweetpotatoes 
Potatoes 
Sweetpotatoes 


Dried beans, peas, nuts 
Navy beans 
Peanut butter 


Tomatoes, citrus fruit 


Oranges (approximately 4/5 doz.) 
Grapefruit (approximately 1 grapefruit) 


Grapefruit juice (approximately 1 No. 2 can) 
Canned tomatoes (approximately 1 No. 2 can) 


Green and yellow vegetables 
Beans, green, fresh 
Cabbage 
Carrots (approximately 1-1/5 bunches) 
Lettuce (approximately 3% heads) 
Spinach 
Beans, green, canned (approximately % No. 2 can) 
Peas, canned (approximately 1 No. 2 can) 


Other Vegetables, fruit 
Apples 
Bananas 
Onions 
Beets eiinneenamindtes 3 bunches) 
Peaches, canned (approximately 4 No. 2% can) .... 
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AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE VI (Continued 


Other vegetables, fruit (continued) 
Pineapple, canned (approximately % No. 2% can).. 
Corn, canned (approximately % No. 2 can) 
Prunes (fresh equivalent—1 lb. 3 oz.) 


Fats and oils 


_ 


Bacon, sliced 
Salt pork 


Shortening other than lard: In cartons ............ 
II co bcc cdunsvbhe cc c@one Wu 

Salad dressing 

Oleomargarine 

Oil, cooking or salad 


_ 
wm=— Ww ww ww me 


Sugars and sweets 
Sugar 
Corn sirup 
Molasses 
Apple butter 


' 
—_— 


&- NI to U1 to 


SOURCE: U. S. DEPARTMENT OF AGRICULTURE 
Agricultural Research Administration 
Bureau of Human Nutrition and Home Economics 





1942 AMEND FAIR LABOR STANDARDS ACT OF 1938 
TABLE VII 


Suggested Quantities for Low-Cost Family Food Plan and 
Per Capita Civilian Food Supply, 
United States, 1943 (a) 


Low-cost family Civilian supply 
food plan per 1943, “disappear- 
Food Item Unit capita per year, ance” quantities, 
quantities enter- retail weight 
ing kitchen basis(b) 
Milk equivalent (c) quarts 275 247 
Potatoes, sweetpotatvues pounds 180 150 
Dry beans, peas, nuts pounds 25 19 
Citrus fruit, tomatoes pounds 85 84 
Green and yellow vegetables pounds 80 81 
Other vegetables and fruit pounds 
Eggs dozens 19 28 
Meat, poultry, fish pounds 90 148 
Flour, cereals pounds 220 205 
Fats and oils (d) pounds 44 


66 
Sugar, sirups pounds 35 94 


(a) Food plans are for quantities of food as brought into the kitchen; estimates 
of supplies are based on disappearance data. Therefore, for food groups 
which include a large proportion of food products which are mixtures of one 
or more food groups, the two sets of figures are not strictly comparable. 
These food groups are principally: flour and cereals, which in the form of 
baked goods may contain milk, eggs, fats, and sugars; sugars, sirups and 
preserves, which in the form of sugar are used in canned fruits and soft 
drinks (not accounted for in diet plans); fats and oils, eggs, and dry 
skim milk, which may be used in baked goods; nuts used in candies; 
cereal products used in sausages. bologna, etc. 

(b) Preliminary. 

(c) Non-fat solids equivalent. 

(d) Includes butter, bacon, salt pork as well as other fats and oil. 


SOURCE: U. S. DEPARTMENT OF AGRICULTURE 
Bureau of Human Nutrition and Home Economics 
(Special Tabulations) 


LS ORI Ue i RODS Beals PE HIRE So 0 3 
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AMEND FAIR LABOR STANDARDS ACT OF 1938 1943 


TABLE VIII 


GRADE OF DIET IN RELATION TO FAMILY 
COMPOSITION AND INCOME 


Percentage of households having diets of specified grades, 
village and city families in 2 regions, 1936-7, (a) 
(Households of white non-relief families that include a husband 
and wife, both native-born) 


NORTH & WEST (b) SOUTHEAST 
Family Composition and Income Proportion of Proportion of 
Class (dollars) households with households with 


House- diets graded: (c) House- diets graded: (c) 
holds Good Fair Poor holds Good Fair Poor 





(No.) (%) (%) (%) (No) (%) (%) (4%) 
Husband and wife and no others: 
$ 500— 999 iP 2. 3 EB DB hf 
1,000 — 1,499 Re ” CR : ee ee a ae 
1,500 — 1,999 Sap | 6D IS). 1S .. ark Se 
2,000 — 2,999 i A a: ee” ee ee 
1 or 2 children under 16: 
$ 500— 999 as 2 BB FP 3... 2.@ 
1,000 — 1,499 eae. | «6S eee |e Sa 
1,500 — 1,999 no6hl ae SB. IS: 41. . B cGew es 
2,000 — 2,999 - > i a) a a ae Pe 
1 person 16 yrs. or older 
and 1 or no others: 
$ 500— 999 56 16 4 38 9 0 4 «56 
1,000 — 1,499 ee. WF +, Sh... BB: 27s OD. Be 1 A 
1,500 — 1,999 ee is es i | |! OED 
2,000 — 2,999 > fey ile Re ie - a RR. a 
1 child under 16 and 2-5 others: 
$ 5S00— 999 45 a o FF & 
1,000 — 1,499 111 ’;5 & 3B 2.Dd 3S & 
1,500 — 1,999 96 a: 2 Fa. a. 
2,000 — 2,999 eS is ee HP BM Bi Te ZF 


(a) Source of Data: U. S. Dept. of Agriculture, Bureau of Home Economics, 
Food Records, Consumer Purchase Study. 
(b) New England, Middle Atlantic and North Central, Plains and Mountain, 
and Pacific Regions. 
(c) Excellent diets meet in all respects specification of liberal standard. 
Good diets exceed the minimum standard by at least a 50% margin but by 
less than 100% in the case of vitamins. 
Fair diets meet the minimum standard in all respects but exceed it by 
less than 50% margin. 
Poor diets fail to meet the minimum standard in one or more respects. 
Because there were relatively few excellent diets, those graded excel- 
lent and good have been classed together in this table. 
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1944 AMEND FAIR LABOR STANDARDS ACT OF 1938 





TABLE IX 





Distributions of Families with Weekly Per Capita 
Expenditure for Food of $1.25 - $1.87 According to 
Grade of Diet and Region 





: Good Fair Poor 
Region 


Proportion and Grades of Diet 


tne ctl tien ad id ged te ee kes l 17 82 
Pere Weel i665 st6e. hes. ote 0 9 91 
aueee Peewee WOMrOl...........2008 3 10 87 
West North Central ............. 0 6 94 
EN eS 0 10 90 
ast South Cential ..........2.00- 1 33 66 
West South Central .............. 0 9 91 
Mountain ............. sees seees 0 20 80 
MINOE (WOMLEE o's clpntas se baned es od'e'e 5 14 81 


SOURCE: H. K. Stiebling and E. F. Phipard, “Diets of Families 
of Employed Wage Earners and Clerical Workers in 


Cities.” U. S. Department of Agriculture, Circular No. 
507, p. 74. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1945 


TABLE X 


Annual Costs of Food of a Low Cost Family Food Plan 
(Weighting Number 1) 4-Person Manual Worker's Family, 
Five Cities, January - February 1944 


New Lewiston West High Hender 
Group Average Bedford, Auburn, Warwick, Point, nm & 
Mass. Maine R. I. » & 
Total $642.26 $632.53 $650.53 $659.89 $652.34 $616.01 
Flour, Cereal, 
and Bread 78.93 77.26 7915 7828 &2.78 77.20 


Meats and Fish 146.15 140.15 152.41 160.05 148.13 130.02 
Dairy Products 153.67 152.11 149.95 151.81 15896 155.51 


Eggs 39.66 40.72 38.06 39.70 4064 39.16 
Fruits and 

Vegetables 163.28 162.02 169.56 168.16 161.71 154.93 
Beverages, 

Fats and Oils 37.39 37.02 37.68 3698 3832 36.94 
Sugars, etc. 23.19 23.25 23.72 2491 21.80 22.25 


Total (Adjusted to In- 
clusion of Original 
salmon Weight) 633.92 630.92 630.05 647.32 644.35 616.98 
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1946 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE XI 


Retail Food Prices in Three Northern Textile Cities 
January-February, 1944 


City: New Bedford, Lewiston-Auburn, West Warwick, 
Mass. Maine a oe 
Date of Survey: Jan. 18-26, 1944 Jan. 27-Feb. 1, 1944 Feb. 2-4, 1944 


Unit Aver. Low High Aver. Low High Aver. Low High 
(cents) (cents) (cents) 


CEREAL AND BAKERY 
PRODUCTS: 


Cereals: 

Flour, wheat . 69.4 60.0 
Macaroni . 146 98 
Cornmeal » See, 48 
Rice » MS. 7S 
Rolled oats » Be - FS 


Bakery Products: 
Bread, white ae oe 


MEATS 
Beef: 
Chuck roast 
Stew meat 
Liver 
Hamburger 


Veal: 


Roast, boned and 
rolled 


Pork: 

Salt. pork 

Sausage 

Bologna, big 

Poultry: 

Roasting chickens 

Fish: 

Salmon, pink 16 0z. can 
Fish, fresh Ib. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE XI (Continued) 


New Bedford, 
City: Mass. 
Date of Survey: Jan. 18-26, 1944 


Unit Aver. Low High 


(cents) 


DAIRY PRODUCTS: 


Butter 
Cheese 


50.9 
40.5 


Milk, fresh, delivered . 160 
Milk, fresh, grocery . 1946 
Milk, fresh, average . 158 


Milk, 


evaporated 14%0z.can 104 9.0 


EGGS: 
Eggs, fresh 


doz. 52.2 47.0 


FRUITS AND VEGETABLES: 


Fresh fruits: 
Apples 
Oranges 
Grapefruit 


Ib. 108 8.0 
doz. 42.7 29.0 
each 8.1 6.0 


Fresh Vegetables: 


Beans, green 
Cabbage 
Carrots 
Lettuce 
Onions 
Potatoes 
Spinach 


25.4 

6.9 
12.4 
15.4 

8.8 
56.8 
12.6 


Sweet potatoes x Bs 


Beets 


bunch 12.2 


Canned Fruits: 


Peaches 


No.2% can 28.7 


Grapefruit juice No.2can 15.0 


Canned Vegetables: 


Peas 
Tomatoes 


No.2can 17.4 
No.2can 15.2 


62569 O—55——-45 


Lewiston-Auburn, 
Maine 


Jan. 27-Feb. 1, 1944 


Aver. Low High 
(cents) 


51.8 48.0 
35.0 


15.0 


1947 


West Warwick, 
R.I 


Feb. 2-4, 1944 


Aver. Low 
(cents) 


High 





1948 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE XI (Continued) 


New Bedford, Lewiston-Auburn, West Warwick, 
City: Mass. Maine R. I. 
Date of Survey: Jan. 18-26, 1944 Jan. 27-Feb. 1, 1944 Feb. 2-4, 1944 


Unit Aver. Low High Aver. Low High Aver. Low High 
(cents) (cents) (cents) 


Dried Fruits: 

Prunes . 178 12.0 20.0 185 14.5 23.0 19.0 145 23.0 
Dried Vegetables: 

Navy beans . 108 9.0 140 13.2 95 17.6 11.1 100 


BEVERAGES: 

Coffee Ib. 33.8 38.0 33.3 240 45.0 33.0 21.0 
Tea Mlb. 24.6 33.0 24.5 17.0 29.0 23.2 17.0 
Cocoa % lb. 12.3 15.0 12.0 10.0 19.0 120 10.0 


FATS AND OILS: 

Lard . 19.0 22.0 20.0 17.0 27.0 18.9 17.0 
Oleomargarine , aes 29.0 26.0 17.0 32.0 26.1 17.0 
Peanut butter . 30.3 39.0 30.1 21.0 39.0 30.1 18.5 


SUGAR AND SWEETS: 

Sugar lb. 68 . 90 72 65 80 68 62 
Corn syrup 24 oz. 29.0 19.9 16.0 25.0 

Molasses 18 oz. 19.0 14.1 27.3 

Apple butter 16 oz. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1949 


TABLE XII 


Retail Food Prices in Two Southern Textile Cities 


City: 


February, 1944 


Henderson, N. C. High Point, N.C 


Date of Survey: Feb. 7-11, 1944 Feb. 1-5, 1944 


Unit 


CEREALS AND BAKERY 
PRODUCTS: 


Cereals: 

Flour, wheat 
Macaroni 
Cornmeal 

Rice 

Rolled oats 
Bakery Products: 
Bread, white 


Chuck roast 

Stew meat 

Liver 

Hamburger 

Veal: 

Roast, boned and rolled 

Pork: 

Salt pork 

Sausage 

Bologna, big 

Poultry: - 

Roasting chickens Ib. 
Fish: 

Salmon, pink 16 oz. can 
Fish, fresh Ib. 


DAIRY PRODUCTS: 
Butter Ib. 
Cheese Ib. 
Milk, fresh, grocery qt. 
Milk, evaporated 14% oz. can 
EGGS: 

Eggs, fresh doz. 


Aver. Low High Aver. Low High 
(cents) (cents) 





1950 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE XII (Continued) 


City: Henderson, N. C. High Point, N. C. 
Date of Survey: Feb. 7-11, 1944 Feb. 1-5, 1944 
Aver. High Aver. Low High 


Low 
Unit (cents) (cents) 


FRUITS AND VEGETABLES: 
Fresh fruits: 

Apples Ib. 
Oranges 

Grapefruit 

Fresh Vegetables: 

Beans, green 

Cabbage. 

Carrots 

Lettuce 

Onions 

Potatoes 

Spinach 

Sweet potatoes 

Beets 

Canned Fruits: 

Peaches No. 2% can 
Grapefruit juice No. 2 can 
Canned Vegetables: 

Peas No. 2 can 
Tomatoes No. 2 can 
Dried Fruits: 

Prunes Ib. 
Dried Vegetables: 

Navy beans Ib. 
BEVERAGES: 

Coffee Ib. 
Tea Ib. 
Cocoa 

FATS AND OILS: 

Lard Ib. 
Oleomargarine Ib. 
Peanut Butter Ib. 
SUGAR AND SWEETS: 
Sugar Ib. 
Corn syrup 24 oz. 
Molasses 18 oz. 
Apple butter 16 oz. 
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1958 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE XV 


Annual Cost, Clothing, Clothing Upkeep, 
Personal Care of 4-Person Manual Worker’s Family 
Emergency Level, 5 Cities, Jan.-Feb., 1944 


New 

Average Bed- lLewiston- West High 

5 Cities ford, Auburn Warwick, Point, Henderson. 
Mass. Maine R. I. N.C. (a) N.C. (a) 


Clothing $172.73 $182.97 $176.58 $182.67 $160.65 $160.75 
Man’s 50.54 52.16 51.60 54.73 46.13 48.06 
Woman’s 44.96 47.32 46.57 45.59 44.06 41.24 
Boy’s 40.04 43.09 40.93 41.68 36.86 37.66 


Girl's 37.19 4040 37.48 40.67 33.00 33.79 
Clothing 


Upkeep 19.18 18.57 18.34 17.36 21.73 19.88 
Personal 


Care 21.96 22.34 20.98 23.29 21.96 21.21 
TOTAL 213.87 223.88 215.90 223.32 204.34 201.84 


(a) Includes sales tax 





AMEND FAIR LABOR STANDARDS ACT OF 19388 1959 


TABLE XVI 


Average Prices for Items of Clothing in Five Cities 


January-February, 1944 and Annual Replacement 
Schedule for Emergency Level Budget 


Annual New Lewis- West 

Replace- Bed ton War- High Hend 
ment ford, Auburn, wick, Point, erson, 

Schedule Mass Maine gE: £2 oe SS. oe 


A. Man’s Clothing 

Overcoat (winter) 1/6 $25.03 $25.46 
Suit (winter, 1 pair 

trousers) 2/5 23.56 22.40 
Suit (summer) 1/5 19.50 20.80 
Sweater (part wool) 1/4 3.28 2.87 
Trousers (work, 

cottonade) 1/3 2.43 2.08 
Trousers (work, drills) 1/3 eas 2.60 
Trousers (work, covert) 1/3 2.28 2.21 
Shirt (collar attached) 1 1.76 1.57 
Shirt (work, cotton 

chambray ) 1/2 1.29 1.21 
Shirt (work, cotton covert) 1/2 1.36 1.39 
Shirt (work, part wool) 1/2 1.65 1.89 
Overalls (bib) 1 1.88 1.91 
Union suit (winter) 1/2 1.53 1.48 
Shorts 54 45 
Undershirt (athletic) .40 45 44 
Pajamas (flannelette) 1.97 1.90 2.11 
Pajamas (cotton) 2.03 1.90 2.16 
Socks (dress, cotton) 27 27 24 
Socks (work, cotton) 30 22 31 
Hat (wool felt) 2.25 2.05 2.20 
Cap . 1.04 1.29 1.09 
Gloves (street) 1.80 1.82 1.76 
Gloves (work, cotton) 31 .24 23 
Shoes (oxfords) 4.18 3.92 
Shoes (work) 3.25 3.22 
Rubbers 1.43 1.47 
Umbrella 2.98 3.09 
Tie - 58 57 
Suspenders .64 67 
Belt , 68 .66 
Garters 43 30 
Handkerchief ‘ 1 1. 
Shoe’ Laces 
Ivcidentals 
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1960 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE XVI (Continued) 


Annual New Lewis- 
replace- Bed- ton High Hend.- 
ment ford Auburn Point erson 
schedule Mass. Maine if. N.C. (@) N.C. (a) 
B. Woman’s Clothing 

Coat (winter) 1/5 29.27 24.61 22.66 23.83 
Coat (spring) 1/5 15.98 16.52 16.44 14.38 
Sweater (wool) 1/4 2.97 3.70 . 2.65 2.32 
Dress (wool) 1/3 5.63 6.53 d 5.34 5.13 
Dress (rayon) 1/3 5.08 4.30 3.96 3.04 
Dress (street, cotton) 2.98 3.21 3.09 3.36 
Dress (house, cotton) 1.98 2.37 1.81 2.08 
Dress slip (rayon) 1.64 1.65 1.51 1.59 
Corset or girdle 2.85 2.06 1.83 1.78 
Brassiére (rayon) 81 72 77 51 
Panties (rayon) .60 S7 d 62 49 
Union suit (winter) 69 70 4 1.32 89 
Nightgown (flannelette) 1.64 1.52 i 92 142 
Nightgown (cotton) 1.85 1.97 2.31 1.76 
Stockings (cotton) 41 39 ’ .33 .28 
Stockings (rayon) 76 82 j 67 42 
Hat (winter) 1.99 2.36 2.44 1.63 
Hat (summer) 1.99 1.02 2.19 1.60 
Gloves (fabric) .98 89 72 85 
Shoes (oxfords) 3.22 3.15 3.21 2.84 
Shoes (pumps) 3.29 2.90 3.08 2.97 
Galoshes 1.51 1.52 1.62 1.53 
Umbrella (cotton) 3.30 3.15 3.04 3.31 
Handbag 2.76 1.74 2.45 1.86 
Apron 59 73 > 65 61 
Undervest (rayon) 54 59 : 44 
Undervest (cotton) 44 72 ; 33 43 
Handkerchief .10 18 ‘ Al 11 
Shoe laces 05 05 05 05 05 
Incidentals 75 75 7 : 75 


C. Boy’s Clothing 
Jacket (sheep lined, 
leatherette) 


Suit (winter, 

1 pair trousers) 
Sweater (wool) 
Slacks (cotton) 
Shirt (cotton) 
Overalls 
Union suit (winter) 
Undershirt 
Shorts 
Pajamas (flannelette) 
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AMEND FAIR LABOR STANDARDS ACT OF 1938 1961 


TABLE XVI (Continued) 


Annual New Lewis- West 
replace- Bed- ton War. High Hend 

ment ford Auburn wick Point erson 
schedule Mass. Maine Se Te F- 


(a) 


C. Boy’s Clothing a 
Pajamas (cotton) 1.65. 1.43 1.53 
Socks (cotton) : 25 21 
Cap (winter) 1/2 1.48 
Cap (summer) 1/2 1.13 
Gloves (wool) 1/2 59 
Shoes (oxfords) 2.88 
Shoes (canvas sport) 1 2.01 
Rubbers 1.26 
Tie $.33 
Belt 79 
Garters Al 
Handkerchief 18 
Shoe laces ; 05 
Incidentals 60 


D. Girl’s Clothing 
Coat (winter) 
Coat (spring) 
Sweater (wool) 
Dress (rayon) 
Dress (cotton) 
Skirt (wool) 
Blouse (cotton) 
Dress slip (cotton) 
Bloomers or panties 

(rayon) 

Union Suit (winter) 
Union Suit (summer) 


Nightgown or pajamas 
(fiannelette) 


Nightgown or pajamas 
(cotton) 


Stockings (cotton) 
Socks 

Hat (winter) 
Hat (summer) 
Gloves (wool) 
Shoes (oxfords) 
Shoes (pumps) 
Shoes (sneakers) 
Galoshes 

Apron 

Garters 
Handkerchiefs 
Shoe laces 
Incidentals 
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1962 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE XVI (Continued) 


(a) Includes sales tax. 

Notes on Clothing Tabulations: 

1. Man 
Summer Suit: None available in West Warwick. For budget purposes the 
average of the average prices for Lewiston and New Bedford was com- 
puted and used. 
Umbrella: None was available in West Warwick; the average of the 
average prices of this item in Lewiston and New Bedford was used. 

2. Woman 
Umbrella: None available in West Warwick; averages of New Bedford and 
Lewiston were used. 

3. Boy 
Jacket: None available in West Warwick; average of New Bedford and 
Lewiston averages used. 
Canvas sport shoes: Not priced in survey. Used identical price obtained 
from very low price New York City stores. 

4. Girl 
Dress slip (cotton): Not priced; used identical price for all cities ob- 
tained from very low price New York City stores. 


Flannelette nightgown: None available in West Warwick; used average 
of New Bedford and Lewiston. 


Sneaker: Not priced in survey; used prices obtained in New York City 
stores. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1963 


TABLE XVII 


Effect of Price of Substitute Clothing 
on Cost of Clothing 


COST PERCENT 
TOTAL BUDGET COMPARISONS INCREASE 
Items With Of Available 
Substitutes Coods Cost Over 


Items 


Available Low Priced 


= 
~ 
- 
- 
v 
E 
= 
~ 
° 
¥ 
<= 
E 
Z. 


” 
“ 
= 
= 
= 
a 
= 
= 
” 
z 
° 
5 
5 
~ 
Y 


New Bedford, 
Mass. 


Total Number of 


in Budget (a) 
osts Including 


Substitutes 


Emergency Level 


~ 


Emergency Level Items 
| Items for Which Swbsti- 


tute Prices Quoted 


| Total Budget 


j 
| 
| 
| 
| 


Man’s 
Clothing ; 29 $38.22 $41.83 


\Voman’s 
Clothing 28 15.57 18.32 


Boy’s 

Clothing ye SD 
Girl’s 

Clothing 26 8.08 9.15 
Total : 106 77.25 85.82 
High Point, 

N. &. 
Man’s . 

Clothing 46.13 
Woman’s 

Clothing 44.06 
Boy’s 

Clothing 36.86 
Girl’s 

Clothing 33.60 
Total 160.65 


(a) Excludes incidentals 


62569 





1964 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE XVIII 


Total Cost of Initial Stock of Furniture, Furnishings, 
and Household Equipment for a Four Person Manual Worker’s 
Family and Annual Cost at Emergency Level, Five Cities, 
January-February, 1944 


Lewis- 
Average New ton- West High Hender- 
5 cities Bedford, Auburn, Warwick, Point, son 
ass. Maine R. I. N.C. Nn. ¢. 


Living Room 
and Bedroom $338.97 $339.95 $348.17 $336.82 $326.05 $343.87 


Bedding and 
Linen 107.82 113.78 94.06 113.34 117.12 10081 


Dishes and 
Cutlery 14.09 13.76 13.76 13.76 14.58 14.58 


Kitchen 
Equipment 159.87 154.50 163.61 164.31 167.47 149.45 


Laundry and Clean- 
ing Equipment 23.89 23.27 23.73 24.96 23.41 24.07 


Other Equipment 17.05 16.45 16.77 16.55 18.27 17.24 
TOTAL 661.69 661.71 660.10 669.74 666.90 650.02 


Emergency 
Budget 
Allowance (6%) 


(a) Includes sales tax. 





AMEND FAIR LABOR STANDARDS ACT OF 1938 1965 


TABLE XIX 


Annual Cost of Medical Care, Four Person Manual 
Worker’s Family, Emergency Level, Five Cities, 
January-February, 1944 


Commodity Average New Lewiston- West High 
and Five Bedford, Auburn, Warwick, 
Service Cities Mass. Maine R.I 


Hender- 
out, son, 
; N.C. (a) N.C. (a) 


Physician $27.18 $30.34 $29.20 $2981 $19.43 $27.12 


Nursing 1.19 .94 119(b) 1.44 119(b)  1.19(b) 
Dentist 5.72 7.09 5.35 5.28 4.88 6.00 
Optometrist 1.72 1.47 1.53 2.47 1.57 
Hospital 

Medicine 


and Drugs ; . sj : 4.12(c)  3.70(c) 


TOTAL 44.69 54.88 


(a) Includes sales tax 
(b) Average for two cities with nursing service 


(c) Includes sales tax on patent medicines 





1966 AMEND FAIR LABOR STANDARDS ACT OF 1938 


TABLE XX 


Annual Cost of Transportation, 4-Person Manual Worker’s 
Family, Emergency Level, 5 Cities, January-February, 1944 


Average New Lewiston- West High Hender- 
Five Bedford, Auburn, Warwick, Point, 
Cities Mass. Maine m2, =< 


Ne 
TOTAL $37.11 $45.01 $1890 $42.53 $45.53 $33.56 
Man 13.37 19.13 918 21.42 14.57 2.55 
Girl 1.16 1.44 2.57 1.80 
Boy 15.15 4.50 19.28 


Other purposes 7.43 ; . 9.11 
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AMEND FAIR LABOR STANDARDS ACT OF 1038 1969 


PREFACE 


This thirty-fourth annual report in the Harvard series on department store 
margins, expenses, and profits represents a transition stage in these studies. For many 
years the basic expense classification developed by the Controllers’ Congress of the 
National Retail Dry Goods Association has remained essentially unchanged, and of 
course this classification system has furnished the framework of the Harvard study. 
Presently this expense classification is undergoing substantial revision for the purpose 
of developing better methods of expense control by means of the expense center and 
production unit approach. 

The nature of these changes is foreshadowed in Section III of this report, Produc- 
tion Unit Expense Comparisons, but the data presented there are necessarily quite 
experimental and tentative in character, since the new expense manual has not yet been 
published. Also, in preparation for the change to the expense-center basis, the cus- 
tomary functional breakdown in Section II of this report has been modified by drop- 
ping the former subfunctional grouping of all the pertinent natural divisions in favor 
of a considerably enlarged breakdown of the payroll division alone. Thus this 1953 
report may prove less than satisfactory to some readers because it is in a stage of 
breaking away from the old before the new has been established. And, understandably, 
the 1954 analysis will have to be of the same interim character, because full transition 
to the new expense classification cannot be accomplished until the 1955 study. 

In this report Section I as usual presents a summary of 1953 results and current 
trends; and Section IV provides some special analyses, customary in recent years, 
covering branch store effects, Lifo results, Federal Reserve districts, and spring and 
fall seasons. One special analysis formerly in this section, that on the productivity of 
space, has been dropped because of the difficulty of obtaining fully comparable 
figures; and a new one has been added on the breakdown of sales transactions according 
to terms of sale. 

The foundation of this report is the very essential cooperation given to the Harvard 
Bureau of Business Research by the several hundred controllers and other department 
store executives who gave high priority to the task of filling out the schedules sub- 
mitted to them, a job particularly burdensome during this period of transition. To 
these men the author wishes to express his cordial thanks. 

It is gratifying also to acknowledge the generous financial assistance of the 
National Retail Dry Goods Association, which has continued throughout this series, 
ever since 1920, as well as the support and cooperation of the officers both of the 
Association and of the Controllers’ Congress. For the staff of the Bureau of Business 
Research the preparation of this report is an intensive job which necessarily has to be 
compressed into a relatively short period of time. Credit is due particularly to Mrs. 
Rose W. Kneznek, Executive Secretary, and to Miss Eleanor G. May, Assistant Execu- 
tive Secretary, for capable planning and direction, to Mrs. Bertha W. Daniels and Mrs. 
Louise B. Sullivan for IBM machine tabulations, and to Miss Caroline M. Timmerman 
for records, correspondence, and typing of tables. 

Although the statistical work was carried on by the Bureau of Business Research, 
the author of course assumes full responsibility for the conclusions and opinions 
expressed in this report. 

Maco P. McNair 


Lincoln Filene Professor of Retailing 
Soldiers Field 


Boston 63, Massachusetts 
June, 1954 
















1970 AMEND FAIR LABOR STANDARDS ACT OF 1938 


CONTENTS 


Operating Results of Department and Specialty Stores in 1953 


Page 


Preface 


Section I. Summary of 1953 and Current Trends 




























Sales 
Gross Margin * 

Costs of Doing Business 

Earnings 

Specialty Stores 

Review of 1953 and Appraisal of Current Problems 


Section Il. Yardsticks for 1953 . 





Range Figures 


Uses and Limitations of Expense Percentages 


Section III. Production Unit Expense Comparisons 


Developing Expense Data for Control Purposes 
Steps Involved in Production Unit Accounting and Budgeting 
Tentative Production Unit Expense Comparisons 


Section IV. Special Analyses 


Effects of Branch Store Operation 
Lifo Results 


Federal Reserve District Comparison 





Spring and Fall Seasons 
Transactions According to Terms of Sale 


Appendix 


Materials 

Period Covered 

Size of Sample 

Classification of Reports 

Statistical Measures 

Completeness of Reported Data 

Definitions of Major Items on the Profit and Loss Statement 
Classification of Expense 

Other Definitions 






Merchandise Lines 
Leased Departments 
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TABLES AND CHARTS 


Subject Years Covered Type of Store V olume Groups 


Comparative Results 1952 and 1953 DSandSS_ All Groups Combined 


Operating Results 1939, 1944-1953 DS All Groups Con 


ned 


Operating Results 1953 DS All Groups 


Operating Results 1953 Ss All Groups 


Costs per Transaction 1939, 1944-1953 ) Large Firms 

Costs per Transaction 1953 : $1 Million and Up 
Operating Results 1953 Under $1 Million 
Operating Results 1953 $1-$10 Million 
Operating Results 1953 S $10 Million and Up 
Operating Results 1953 Ss All Groups 
Productivity Data 1953 S $1 Million and Up 
Productivity Data 1953 $1-$5 Million 
Productivity Data 1953 Ss $5-$10 Million 
Productivity Data 1953 $10-$20 Million 
Productivity Data 1953 S 20-$50 Million 
Productivity Data 1953 5 $50 Million and Up 


Productivity Data 1953 ss $1 Million and Up 


Effect of Branch Store Operations 1953 DS andSS_ $1 Million and Up 
Effect of Branch Store Operations 1953 DS $10 Million and Up 
Effect of Lifo Method 1953 DS andSS_ All Groups Combined 
Effect of Lifo Method 1947-1953 DSandSS_ All Groups Combined 
Data for Federal Reserve Districts 1953 DS $1 Million and Up 
Data for Spring and Fall Seasons 1953 DS andSS_ $1 Million and Up 
Transaction Data 1953 DS $10 Million and Up 


Changes in Sample 1952 and 1953 DSandSS_ All Groups 


Retail Sales Comparisons 1939-1953 
Sales, Transactions, and Prices 1939-1953 


DS = Department Stores SS = Specialty Stores 





FAIR LABOR STANDARDS ACT OF 1938 


Table 1 


COMPARATIVE RESULTS: 1952 and 1953 
Department and Specialty Stores 


DEPARTMENT STORES SPECIALTY STORES 


ALL REPORTING FIRMS 


Number of Reports 
Net Sales (in millions): 
Owned Departments 

All Departments 


FIRMS REPORTING FOR BOTH YEARS 


Number of Reports 
Net Sales (in millions): 
Owned Departments 

All Departments 


NET SALES IN OWNED DEPARTMENTS 
GROSS MARGIN 


Payroll 

Real Estate Costs (b) 
Advertising 

Taxes (b) 

Interest (b) 


Supplies 
Service Purchased 
All Other Expense 


TOTAL EXPENSE 
NET OPERATING PROFIT 
NET OTHER INCOME 


NET GAIN BEFORE FEDERAL TAXES (c) 
FEDERAL TAXES (c) 


NET GAIN AFTER FEDERAL TAXES (c) 


> ee PD OD 
ten e oe 


NET SALES IN OWNED DEPARTMENTS 
GROSS MARGIN 


Payroll 
Other Expense 


TOTAL EXPENSE 
NET OPERATING PROFIT 
NET GAIN BEFORE FEDERAL TAXES (c) 


* Usable data not available. 

(a) The percentages of net sales for 1952 and 1953 and the percentages of change for 1953 over 1952 were 
based on aggregate dollar amounts for the 324 department store concerns and 70 specialty store concerns 
which submitted reports for both 1952 and 1953. The percentages of change for 1952 over 1951 were de- 
rived from aggregate dollar amounts for the 309 Sanat store companies and 70 specialty store com- 
panies which submitted reports for both 1951 and 1952. 

(b) See the Appendix. 

(c) Federal taxes on income and excess profits. The figures for taxes and net gain after taxes were partly 
estimated. ; 

-vi- 
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1973 


OPERATING RESULTS OF DEPARTMENT 
AND SPECIALTY STORES IN 1953 


SECTION I 


SUMMA RY OF 1953 AND CURRENT TRENDS 


Slight Improvement over 1952 


The year 1953 produced some improvement but on 
the whole remarkably little change in the department 
store business. Sales topped out to a new high, but only 
by a narrow incyement which once more failed to match 
the rise in consumer disposable income. Improvement 
in the gross margin was just sufficient to keep ahead 
of the steadily climbing cost of doing business, and the 
resulting fractional advance in earnings, though a bet- 
ter performance than that of 1952, still was not enough 
to break out of the rut. In the meantime accumulating 
inventories in the middle months tilted the stock-turn 
rate slightly downward, particularly as the second half 
of the year ushered in a period of some general busi- 
ness readjustment; and by the end of 1953 depart- 
ment stores were clearly facing the prospect of some- 
what lower sales volume in the spring season of 1954. 

Enough sales momentum was achieved in the first 
half of 1953 to offset lagging tendencies in the second 
half and bring department store dollar sales volume 
across the finish line at an increase of 1.2% for the 
year as a whole (for the reporting stores). As was the 
case in 1952 this was not a sufficient increase to over- 
come the rising trend of expense, which moved up to 
33.8% of sales, the high for the entire period since 
1940. Primarily by virtue of a higher initial markon, 
with markdowns remaining unchanged, the gross mar- 
gin rate stepped up by 4 of 1% to 36.3%, the best 
figure since 1950. Net gain before taxes therefore 
edged up to 5.2%, and this small fractional improve- 
ment carried through to earnings after taxes, 2.6% as 
against 2.4% in 1952. Thus for the third year in a row, 
department store final net profits proved unable to 
break out of the relatively narrow range, 2.3%, 2.4%, 
2.6%, figures all notably lower than in any year of 
the preceding decade. (All these figures, it should be 
made clear, include the results of branches in the case 
of stores having such adjuncts.) 

Departmentized specialty apparel stores in 1953 
were denied even the small improvement achieved by 
department stores. For the reporting group, sa'es held 
even, the small pickup in gross margin was more than 
nullified by the advance in the expense rate, and earn- 
ings before taxes dropped below 1952, with a percent- 


age rate less than half of that for department stores 
(Tables | and 4). 

These 1953 findings are drawn from the reports of 
450 companies (primarily U. S. concerns, with a few 
from Canada) operating a total of 650 stores. These 
450 firms comprised 364 department store organiza 
tions with total net sales in all departments of $4.2 
billion and 86 departmentized specialty apparel stores 
with sales of $300 million. The aggregate retail sales 
covered by this analysis thus amounted to approxi- 
mately $4.5 billion, a total which after deduction of 
Canadian sales is estimated to comprise more than 
46% of the 1953 sales of department and specialty 
women's apparel stores in the U. S. The major ratios 
and trends summarized above are based on aggregate 
dollar figures for 324 department store companies and 
70 specialty store concerns which provided comparable 
reports for both 1952 and 1953 (Table 1), and on 
weighted averages for all department stores participat 
ing in these surveys for the years 1939 and 1944-1953 
(Table 2). In the following paragraphs there is 
afforded a more complete summary of 1953 and cur- 
rent trends drawn not only from these two tables but 
also from the findings which appear in Charts A and 
B, in Table 3, presenting common figures by volume 
groups for department stores, in Tables 5 and 6, setting 
forth data in terms of cents per sales transaction, and 
also in some of the tables in Section II, which this year 
present data on a slightly rearranged basis and (with 
respect to payroll) in substantially greater detail than 
formerly. 

Sales 
Sales of the reporting department 
stores scored a gain of only 1.2% 
during the business year, January 31 to January 31, 
with most of the improvement resulting from the mo- 
mentum achieved in the spring season. This rate of 
increase compares closely with the 1% reported by 
the Controllers’ Congress of the National Retail Dry 
Goods Association,’ and also with the rise of 0.7% 


Sales up 1.2% 


1 Controllers’ Congress of the National Retail Dry Goods 
Association, 1953 Departmental Merchandising and Operating 
Results of Department Stores and Specialty Stores. New York, 
1954. 
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revealed by the Department of Commerce figures for 
the fiscal year.? 

For the fourth consecutive year department store 
sales failed to keep pace with total retail sales, which 
for the calendar year registered an advance of 4% 
(Chart A), boosted by the phenomenal increase of 
about 20% in motor vehicle dealer sales, as well as 
by the continued upward trend of consumer expendi- 


8 Surcey of Current Business, April, 1953, p. S-9, and April, 
1954, p. $-9. 


RETAIL SALES COMPARISONS 
Trends: 1939 - 1953 





SOURCE: 
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tures in food stores.* A corollary of this comparison 
of course, is the fact that the department store sales 
increase again failed to match the rise, approximately 
5%, in consumer disposable income (Chart A). Va 
riety stores also recorded a somewhat greater sales 
improvement than department stores in 1953, but the 
combined sales of Sears, Roebuck and Montgomery 
Ward fell behind the department store performance, as 


3 Ibid., February, 1954, p. 21. 


Chart A 


SELECTED INDEXES 
1939 = 100 


SEARS, ROESUCK AND MONTGOMERY WARD * 
COMBINED SALES ° 


DEPARTMENT 





1. Department Store Sales - Bureau sales index for all reporting firms (Table 2). 


2. Disposable Personal Income, Total Retail Sales, and Variety Store Sales (Chains and Independents) - Indexes com- 
piled from U. S. Department of Commerce figures published in monthly and supplementary issues of the Survey of 


Current Business . 


. Sears, Roebuck and Montgomery Ward Combined Sales - Index compiled from sales figures published in annual is- 
Moody's Manual of Investments 


sues of ‘s 


, Industrial Securities. 


as 
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was also true in the readjustment year 1949 (Chart B). 
Again, as in 1952, it was both the 
small stores and the very largest 
stores, ic., those under one-half 
million and those over $50 mil- 
ion, that fared less well in the matter of sales in- 
reases (Table 3); but only one volume group, in the 
range between $250,000 and $500,000, typically went 
behind in dollar sales. 


Middle volume 
groups had best 


increases 


1938 


Reversing the 1952 situation, the 
number of transactions fell off in 
1953, while the value of the aver 
age salescheck moved up from 
$4.70 to $4.72 (Table 2 and Chart B). With the single 
exception of 1952 there has been no noticeable rise in 
the typical number of transactions since 1946, a some 
what disturbing fact in the light of the country's eco 
nomic growth during this period 


Transactions 
down, average 
salescheck up 


Chart B 


SALES, TRANSACTIONS, AND PRICES 
Trends: 1939 - 1953 


TOTAL DOLLAR SALES 








SOURCE: 


DEPARTMENT STORES 
Indexes, 1939 100 


Total Dollar Sales, Size of Sale, Number of Transactions, and Total Expense per Transaction - Unpublished Bureau 
indexes for large department stores. 


7 lotted are artment store inventory price indexes (t tal store) prepared by 
my yg ny ieee tiation ton firms aioe ies Lifo method of inventory valuation , L nlike the — ae 
tors shown, this one has a January, 1941, base, and data are given at semiannual levels January a a ; 
than as annual averages. The July figures are plotted on the verticals representing the 1 ms ye eS: be - : 
figures at midway intervals. Comparisons with the indexes based on 1939 as 100 are waite ones a -_ — ae 
consumers’ prices of clothing and home furnishings for January, 1941 (based on USBLS figur c 
exactly with the corresponding annual average for 1939. 
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The over-all movement of depart- 
"ment store prices during the year 
was relatively slight, registering an advance of only 
0.3%. Among the commodity groups represented in 
the U. S. Bureau of Labor Statistics’ “Department Store 
Inventory Price Index,” as shown below, there were 
more increases than there were declines, but all of them 
slight. As usual it is not possible to establish com- 
pletely clear-cut relationships among the elements of 
dollar sales increase, price rise, advance in the value 
of the average transaction, and decline in the number 
of transactions. In general their movements were con- 
sistent, but the imponderable element of variation in 
merchandise mix defeats any effort to combine all these 
elements in a neat equation. 


Price index stable 


Percentage Change* 


Jan., 1954 


Department Group 
Piece Goods 
Domestics and Draperies 
Women's and Children's 


Shoes 
Men's and Boys’ Shoes 
Infants’ Wear 


_~—— 
+0.6% 
—29 


~~? 
R 


+10 
+08 


eun 


Women's Underwear —0.7 
Women’s and Girls’ Hosiery —0.7 
Women’s and Girls’ 

Accessories +10 
Women's Outerwear and 

Girls’ Wear 0 +05 
Men's Clothing +0.3 . +17 


—08 
—0.1 


Lo th LEE Lb suis. 10s9- 


we 


+0.7 


Men's Furnishings +03 . +02 
Boys’ Clothing and 

ee, +0.3 ! +11 
Jewelry +13 +16 
Notions +13 - 0 
Toilet Articles and Drugs +13 : +14 


Furniture and Bedding +2.1 . +26 
Floor Coverings +11 —04 
Housewares +1.1 f +2.1 
Major Appliances —04 . —26 
Radios and Television Sets —0.4 . —0.9 


Total Groups I-XV +03 0 
Total Groups XVI-XX +12 +1.2 
Store Total +05 +0.3 


* Rev. Rul. 54-146, Internal Revenue Bulletin 1954—17, 13. 
With the slight drop in the num- 


ber of transactions it is not sur- 
prising that the average expense 
per transaction, as shown in Chart B, again crept 
ahead. Notwithstanding the earnest attention given to 
problems of expense control, it remains true that here, 
as elsewhere in the economy, the upward pressure of 
wage rates is the decisive factor in the cost of doing 
business, a factor that can be offset only through a 
greater rise in employee productivity than a majority 
of stores have yet been able to achieve. 

It is encouraging to note that the 
postwar increase in the percentage 
of merchandise returned by cus- 
tomers for credit seems to have 
leveled off. The common figure of 10.1% of net sales 


Cost per trans- 
action rose again 


Returns and 
allowances 
receded a little 


1977 


(Table 2) represents a decline from the ratios of the 
four preceding years. As usual the larger stores ex 
perienced proportionally higher returns. 

Sistine After three years during which the 
eine op proportion of credit sales had re- 

mained constant, 1953 recorded a 
slight increase in the ratio. Instalment and other term 
credit sales increased, while C.0.D. and layaway busi 
ness fell off. Thus the total of cash, C.O.D., and lay 
away sales dropped from 43.5% to 42.0% as a typical 
figure, and total credit sales moved up correspond 
ingly. These changes probably reflect a combination of 
increased promotion of revolving crejit plans and 
growing restrictions on C.0.D. transactions. As usual 
the percentage of cash business was distinctly lower 
for the top-volume establishments, and conversely these 
were the stores going in most strongly for revolving 
credit and/or coupon plans. 

There were no particularly sig 
Soeiate nificant changes in the merchan 
little changed dise mix. Somewhat surprisingly 

basement departments exhibited 
slightly poorer rates of sales increase than upstairs de 
partments. Basement operations were, of course, more 
important in the large stores. In contrast, leased depart 
ments were less important in the large stores (those 
with sales over $10 million) but typically showed a 
better rate of sales increase than owned departments in 
the large establishments, though failing to do so in the 
stores under $10 million. 

In the volume groups for which merchandise sales 
breakdowns were available (Tables 8 and 9) there was 
little evidence of any significant change in the com- 
modity mix. Two classifications, piece goods and do- 
mestics and smallwares, were quite clearly unchanged 
in proportion to total volume; one classification, men’s 
and boys’ clothing and furnishings, seemed to be up 
very slightly, primarily in the stores under $10 mil- 
lion; and one other classification, home furnishings, 
apparently was down slightly, principally in the 
stores over $10 million. The slight increase in women’s, 
misses’, and children’s outer apparel and the decrease 
in women’s and misses’ ready-to-wear accessories were 
probably caused by the change in classification of girls’ 
and infants’ wear. In former years girls’ and infants’ 
wear were classified with ready-to-wear accessories, but 
now they are included in outer apparel.‘ 

Sales increases in 1953 in branch 
eee little OPES considerably surpassed the 
larger sales increase P¢tformance of their parent com- 

panies. Although a considerable 
part of this sales gain was made at the expense of the 
main stores, it was still true that the combined sales of 
main stores and branches in the groups above $10 
million volume scored a slightly better advance in 1953 
than the sales of stores having no branches (Tables 18 
and 19). 


4 Controllers’ Congress of the National Retail Dry Coods 
Association, Manual of Departmental Merchandise Content jor 
Departmentized Stores. New York, 1953 
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Table 3 


SELECTED OPERATING RESULTS: 1953 DEPARTMENT STORE 
Common Figures All Groups 


Total Net Sales per Report (in thousands) 


Items $20 
; 50, 000 


NUMBER OF REPORTING FIRMS 


SALES INDEXES, 1953/1952 


All Departments 

Owned Departments 
Leased Departments 
Upstairs Departments (a 
Basement Departments (b) 


OTHER INDEXES, 1953/1952 


Number of Transactions in: 
All Departments 


Owned Departments 
Total Dollar Expense (Owned = roa 
Total Dollar Payroll ed Depts. 


MARGIN, EXPENSE, AND PROFIT, 
%'s of Net Sales in Owned Departments 


Gross Margin 
Total Expense 


Net Operating Profit 
Net Other Income (c) 


Net Gain before Federal Taxes (d) 
Federal Taxes (d) 


Net Gain after Federal Taxes (d) 


NATURAL DIVISIONS OF EXPENSE, 
%'s of Net Sales in Owned Departments 


Insurance (except on real estate) 
Depreciation (except on real estate) 
Professional Services (c) 


Total Expense 


Payroll 7.0 8.7 9.2 8. 8.6 8. 
Real Estate Costs (c) 3.15 2.75 2.9 3. 2.7 2.55 
Advertising 1, 85 2. 25 2.75 2. 2.8 2.55 
Taxes (c) 0. 85 0.9 1.05 1. 1.0 1.05 
Interest (c) 1.45 1.3 1.35 1. 1.4 1.35 
Supplies 1.15 1.4 1.7 a. 1.7 1.5 
Service Purchased 0. 85 0.7 0.8 0. 1.2 1.8 
Losses from Bad Debts 0.1 0.1 0.2 0. 0.2 0.2 
Donations 0.1 0.1 0.1 0. 0.15 0.1 
Pensions and Retirement Allowances 0.0 \ to 15 0. 0. 45 0.5 
Other Unclassified 0.75 . . 0. 0.95 1.0 
Traveling 0. 45 ‘ 0. 0. 0. 35 0.2 
Communication 0.4 0. 0. 0.5 0.5 
Repairs 0.2 0. 0. 0.5 0.5 
0. 55 0. 0. 0.3 0.3 
0. 0. 0. 0.7 0.7 
0. 0. 0. 0.6 0.6 


oo 

wo 

eauvruc 
an 








3 
~~ 
= 
Oo 
8 

S 
x» 


i 
i 


* Usable data not available. 
(a) Based on data for owned and leased departments. {3 See the Appendix. 
(b) Based on data reported by firms operating (d) Federal taxes on income and excess profits. The figures 
basement departments. for taxes and net gain after taxes were partly estimated. 
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Gross Margin’ 


For 1953 the gross margin rate 
achieved the same advance as in 
1952, 14 of 1% of sales, going from 
15.8% to a typical figure of 36.3%, just under the 

950 figure of 36.5%. The best figure appeared for the 
top-volume stores, 36.6% in the $50-million-plus classi 
fication, although over the wide range from $500,000 
up to $20 million, the typical figures varied only be 
tween 35.2% and 35.9% (Table 3). 

In terms of dollars and cents per gross sales trans- 
action, a group of larger stores typically obtained a 
gross margin of $1.47 out of $4.09 net sales income as 
compared with $1.435 out of $4.04 in 1952. In other 
words they carried through to gross margin 70% of 
the increase in net sales income received from the aver 
age gross sales transaction, i.e., three-and-a-half cents 
yut of a nickel (Table 5). 

With OPS price controls out of the 
Cumulative picture and with the price level 
markon was 
higher steady, store managements, hard 
. pressed to cover rising expenses, 
sought opportunities to improve markons in 1953; and 
their efforts achieved a boost to 38.8% of retail, up 
0.4% from the level of the two preceding years, and 
identical with the figures both for 1950 and for the 
prewar year 1939 (Table 2). 
Both the markdowns and the total 
retail reductions remained steady, 
at 5.25% of net sales for the 
former and 7.5% for the latter (Table 2). Markdowns 
had a somewhat greater impact in small stores than in 
the largest retail enterprises. The experience on stock 
shortages in 1953 was that they were at least held in 
check, with figures ranging, as in 1952, from approxi 
mately 1% to 1.5% of net sales; the larger stores with 
their characteristically greater complexity of manage- 
ment problems typically experienced the greater rela- 
tive losses. 


Cross margin 
picked up 


Retail reductions 
were unchanged 


The small change in the cash dis- 
count figure, from 2.75% of net 
sales to 2.7% (Table 2) cannot 
be deemed significant, except that it is perhaps a little 
out of keeping with the clear existence of a buyers’ 
market during 1953 and with the fact that a consider 
able gap remains to be bridged between this figure and 
the better-than-3% cash discount earning (as a per- 
centage of sales) that was typical before the war. It is 
interesting to note that the difference between the top 
volume stores and the under-$250,000 concerns with 
respect to the ratio of cash discounts earned was prac- 
tically negligible (Tables 7, 8, and 9). 

Contrary to the experience in 1952, 
the transportation costs of bring- 
ing goods into the stores did not 
advance. Typical figures ran from 


Cash discounts 
held steady 


Inward transporta- 
tion costs were 
kept in check 


* For pertinent definitions of gross margin, expense, the 
various measures of profit, and other operating ratios, see the 
Appendix. 


62569 O—55———47 


0.8% to 1.05% of sales, with the lowest ratios in ewi 


dence for the very largest stores 


Another of the factors impinging 
Alteration and 


on gross margin, the net aiteraets 
workroom costs 


(met) also were and workroom costs, manifested 
held down if anvthing 
for 1953, tv; 
stores with sales over $1 million rar 
to 0.8% of sales 


In keeping with the general indu 
Stock-turn rate pine 7 


slipped off try trend in 1953 the velocity 
stock turnover in department stores 
slackened from the 4.3 times figure of 1952 to a con 
mon figure of 4.15 times (Table 2 The stock-turt 
data in this long series of studies suggest that for many 
department stores a stock-turn rate (based on average 
monthly inventories) somewhere between 4.1 and 4 
times is about norma! as an over-all average. Such « 
observation, however, must be interpreted in the light 
of the well-established fact that stock turn is almost i 
variably more rapid in large stores than in small ones 


In spite of the somewhat slower 
Year-end inven. 
tortes were virte- 


ally unchanged 


rapidity of stock turn in 19 
year-end inventories (at the lower 
of cost or market) were 0 
lower as a weighted average for the reporting stores 
than were inventories at the beginning of the year. This 
decrease of 0.59% may be compared with the 3.6% de 
crease shown by the sample of large stores reporting 
to the Federal Reserve banks.* Quite significantly al 
the volume groups of stores reporting to the Harvard 
Bureau with sales below the $5 million mark typically 
had ending inventories » mewhat larger than their be 
ginning inventories, but the four volume classifications 
above $5 million all had ending inventories either 
lower or almost the same as their’ beginning inver 
tories (Tables 7, 8, and 9) 


Costs of Doing Business 


The tide of rising costs pushed a 
little higher in 1953 (Table 2 


Total expense 
rate advanced . 
The advance of 0.3% of sales was 


the same as the rise in the preceding year, and the 
typical weighted average total expense rate of 33.1 
for 1953 stands as the highest trade-wide figure showr 
in these department store studies since 1940 Apt 4 
ently under existing conditicns such relatively slight 
sales increases as those of the past three years canr 
prevent the expense ratio from edging up. Seeming 
these relationships of sales and business costs during 
this period leave little doubt as to what will happer t 
the expense ratio when and if sales recede measurably 
Substantial uniformity characterized the ty; 


expense percentages for all the volume gr 
the $500,000 mark; the highest common r 
34.1% for the $20 million to $50 million grou 
figure of 34.0% also was typical for the stores wit 


sales between $500,000 and $1,000,000 (Table 3 


© Federal Reserve Bulletin, Marct 
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SELECTED OPERATING RESULTS: 1953 SPECIALTY STORES 
Common Figures All Groups 


Total Net Sales per Report (in thousands) 
$5, 000 


or More 


Items 


NUMBER OF REPORTING FIRMS 


SALES INDEXES, 1953/1952 


All Departments 
Owned Departments 
Leased Departments 


OTHER INDEXES, 1953/1952 
Number of Transactions in: 


Expense 
Total Dollar Payroll eer Depts. =| 


MARGIN, EXPENSE, AND PROFIT, 
%'s of Net Sales in Owned Departments 


Gross Margin 
Total Expense 


Net Operating Profit or Loss 
Net Other Income (a) 


Net Gain before Federal Taxes (b) 
Federal Taxes (b) 


Net Gain after Federal Taxes (b) 


NATURAL DIVISIONS OF EXPENSE, 
%'s of Net Sales in Owned Departments 


Payroll 

Real Estate Costs (a) 

Advertising 

Taxes (a) 

Interest (a) 

Supplies 

Service Purchased 

Losses from Bad Debts 

Donations 

Pensions and Retirement Allowances 
Other Unclassified 

Traveling 

Communication 

Repairs 

Insurance (except on real estate) 
Depreciation (except on real estate) 
Professional Services (a) 


Total Expense 


a 
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ua 
. 
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* Usable data not ae Pree. 


See the App 
st Federal oo ye on income and excess profits. The common figures for taxes and net gain after taxes were 
partly estimated. 
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As so often emphasized, the much lower common 

figures for the two volume classifications under the 
half-million sales level, 29.8% and 31.4% in 1953, 
reflect the fact that these stores do not occupy the same 
kind of position in the distribution system as do the 
larger enterprises; their costs are lower because their 
functions are less extensive. 
Since sales increased in 1953, it 
was of course the higher dollar 
outlay for operating costs which 
caused the expense percentage to rise. As shown in 
Table 1, this dollar expenditure was 2.5% greater for 
the 324 identifical firms. Since comparisons on a simi- 
lar identical firm basis for the two preceding years 
revealed dollar expense increases of 3% and 5%, re- 
spectively, with sales advances of about 2%, it might 
be argued that the rise of dollar expenditure for oper- 
ating costs is gradually leveling off. On the other 
hand, operating cost outlays frequently are more closely 
related to number of transactions than to dollar sales 
volume, and in 1953 the number of gross sales transac- 
tions diminished fractionally. Hence it is understand- 
able that the dollar expense per transaction (Table 5 
and Chart B) moved up from $1.345 to $1.375, after 
having remained stationary in the preceding year, when 
there was an advance in the number of transactions. 
Although the highest dollar cost per sales transaction 
appeared for the top volume group, $1.55, there was 
no close correlation between this figure and the gradu- 
ations of sales volume (Table 6). Rather, as might be 
expected, the positive correlation was between the cost 
per transaction and the average dollar sales amount of 
transaction. 


Dollar expense 
rose 


Percentagewise a large part of the 
ee eee increase in the 1953 cost of doing 
neuen business was accounted for by the 

upward shift of payroll from 
18.15% to 18.4%. (This comparison is based on Table 
2; for the identical companies in Table 1 the change 
was less marked.) This is the highest common figure 
for department store wages and salaries shown in these 
studies for 20 years, that is, since the depression years 
of the early 1930's. In terms of dollar payroll expense 
per sales trarsaction (Table 5) the increase in 1953 
was from 72.5 cents to 75.0 cents. 

When the reporting stores were grouped according 
to sales volume, only two groups came up with com- 
mon figures below 18% for payroll, the under-$250,000 
group with 17.0% and the $10 million to $20 million 
group with 17.9%. Again as in 1952, the top common 
figure appeared for the $500,000 to $1 million group, 
19.2%. 

The change in the payroll expense 
classification this year, undertaken 
as a partial step toward the adop- 
tion of the forthcoming new Controllers’ Congress ex- 
pense center accounting manual, provides, particularly 
in Tables 8 and 9, a substantially more detailed break- 
down to facilitate comparisons for individual stores. 
Inevitably, however, this change creates difficulty in 


Rise was all 
along the line 


making comparisons between this 1953 report and the 
corresponding publication for 1952. Therefore it is not 
possible to pinpoint all the spots which were respon 
sible for the payroll expense increase. Study of the 
detailed tables for the firms with sales above $1 mil- 
lion (Tables 8 and 9) nevertheless suggests that the 
advances were fairly generally distributed throughout 
the various payroll categories. Presumably they were 
mostly in wage rates rather than in number of 
employees. 

There was seemingly some increase in payroll! for 

salespeople in most volume groups; and it is fairly 
clear that there was a small rise in the compensation 
of executives in many groups, a rise, however, which 
Aid not in any way change the general pattern, long 
persisting in the department siore business, of very 
low percentages for executive salaries in the largest 
stores as against percentages ten times as great in very 
small enterprises. There was some evidence of increases 
at the buyer and assistant level, though the compari 
son was clouded by the change in classification. There 
was no evidence of change at the merchandise manager 
level. In the case of receiving and marking, payroll 
for each of which is now shown separately, there was 
just a suspicion of slightly lower costs in 1953, a result 
which might plausibly be expected from the efforts 
made by many stores in recent years to streamline these 
activities. 
Though the change was not statis 
tically significant, the slight lift of 
real estate costs to 2.7% of sales 
(Table 2) was in keeping with expectations. In the 
absence of appreciable improvement in dollar sales 
volume, it is understandable that present-day expan 
sion programs and rising city taxes gradually will 
operate to push department store real estate costs back 
up toward the 4% level which existed before World 
War II. It is significant to note that real estate costs 
per sales transaction in 1953, 11.5 cents, were less than 
50% above the corresponding figure of 8.0 cents for 
1939, whereas the 1953 payroll costs of 75.0 cents per 
transaction were 124% above 1939. 

As for the two preceding years the lowest real estate 
cost percentage typically was found for the top-volume 
establishments, 2.55% for the $50 million or more 
group as against a high of 3.45% for the $1 million 
to $2 million group (Table 3). 

It is indicated in Tables 8 and 9 that rent was typi 
cally the largest element in real estate costs, with de- 
preciation and taxes next and interest following closely 
behind. The larger the store the greater was the typi- 
cal importance of these other elements in real estate 
costs. 

There was very little evidence in 1953 of improve- 
ment in the productivity of space used (Tables 8 and 
9), a not unreasonable consequence of recent activity 
in the physical expansion of department store plant 
At 2.8% of sales as a weighted 
common figure, advertising was 
unchanged from the preceding 


Real estate costs 
tended higher 


Advertising was 
little changed 
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ear (Table 2), though for the identical firms in Table 
there was a slight increase. This is another element 
in the cost of doing business which percentagewise stil! 
remains at a level measurably below the prewar period 
\s Table 3 indicates, the advertising expense ratio was 
pically highest for the $10 million to $20 million 
bracket and lowest for the very small stores. Of the 
total amount spent for newspaper space, direct mail, 
sdio and TV, and other advertising (but not including 
payroll, supplies, or other publicity expense), 85% 
to 90% typically was devoted to newspaper space 
Tables 8 and 9). Small stores were proportionately 
larger users of radio and TV (figures for the two were 
not separated) but smaller users of direct mail than 
were the largest concerns. Not included in the outlays 
ust discussed were sales promotion payroll figures 
typically running from 0.35% to 0.45% of sales, and 
lisplay payrolls of 0.30% to 0.35% (Tables 8 and 9). 
eentetieieien For identical companies (Table 1 ) 
ous) edged down “#08 were a shade lower in 1953 
These taxes do not, of course, in- 
lude those on real estate or federal taxes on income 
and excess profits. Instead they comprise taxes on 
merchandise stocks and other miscellaneous business 
taxes. The common figures held close to 1% of sales 
in all the groups above the $500,000 mark. 

, Interest, an imputed cost figured 
ee on. certain selected assets,’ com 

monly came to about 1.35% of 
sales, seemingly a slight increase over 1952, probably 
related to the higher receivables carried by most stores 
during the past year. Variations in relation to sales 
volume were negligible. 

: Again, as in 1952, there was evi- 
While eupgiies d f cl ontrol on supplies 
onan ence of close control on supplies, 

with the weighted common figure 
apparently about 1.6% of net sales (Table 1). The 
small stores and the very largest companies exhibited 
the most favorable ratios. 
conienamehinaat The identifical firms in Table 1 
odeanual showed a weighted average figure 

of 1.4% for service purchased, 
slightly up from the 1952 figure of 1.3%. As shown in 
Table 3 the service purchased expense ratio was much 
higher for the large establishments, presumably be- 
cause many of these concerns purchase their delivery 
service and the cost of delivering for these large stores 
is high. Obviously because of the many differences in 
policy among individual companies, the natural divi- 
sion service purchased is not a useful basis for 
comparisons. 

Notwithstanding the general ten- 
Lense Seach ted dency in 1953 for accounts receiv- 
debts held steady = O°NCY 1. ’ 

able to increase, bad debt losses 
were practically the same as in 1952, ranging from 
0.1% to 0.2% of net sales, with the distinct tendency 


for large stores to exhibit the higher ratios. These 


figures, it should be noted, are percentages of total net 


7 See the definition in the Appendix 


sales, not simply of credit sales. On the basis of credit 
sales as 100%. bad delt losses typically ranged fron 
0.25% to 0.3% (Tables 8 and 9 
a This figure im these studies has 
been too recently segregated [ror 
other unclassihed expense to furnish any very reliable 
basis for comparison. Seemingly the typical ratios 
running from 0.1% to 0.15% (Table 3) were about 
the same for 1953 as for 1952; but the giving in both 
years was perhaps a little greater in some of the larger 
stores. 


In this wear's study pensions and 
Pensions and 
retirement 
allowances 


retirement allowances also have 
heen pulled out of the other 
classihed expense division because 
of the growing importance of these outlays. For 195 
suc h costs typic ally ranged from 0.15% in the $1 x 
lion to $2 million bracket to 0.5% for the top volume 
stores. Comparison of the figures in Table 3 of this 
report with pension data included in Tables 8 and 9 
of the 1952 study indicates that there was a definit 
increase in this cost between the two years 


Because of the hanges noted 


Other 


bove, the oth inclas d « 
unclassified above, the other unclassihed ex 


pense division does not afford any 
very good basis for comparison for 1953. Figures 
the new basis ranged typically from 0.65% in the $ 
million to $2 million bracket to 1.0% for the over $50 
million group (Table 3) 
As always, traveling expense re 


Traveling was : 
s sulted in higher ratios for the 


unchanged 
small stores than for the very 
largest ones, the difference being more than twice as 
great, from 0.5% to 0.2% of sales (Table 3 N 
significant variations from 1952 were discernible 


A weighted common figure for 
Communication both 


. ; communication expense in 
likewise held 3 em 
aimee 1952 and 1953 would be close t 
1%, higher than in the case of 
traveling, since communication outlays in large stores 
tended to be higher in ratio to sales than was true in 
small stores, where the percentages for communication 
and travel were much alike 
Repairs, another cost of about the 
And repairs also i 
same magnitude as the two pre 
ceding natural divisions, showed no significant change 
from 1952; its impact was somewhat heavier on the 
large stores than on the very small ones 


Again, as in 1952, the percentage 
But insurance 


pushed up 


vutlavs for insurance 
ing Insurance 
moved up a little, with advances in fiv 
volume groups The range of comn 

0.3% to 0.55%, the advantage | 
companies (Table 3 

After 


While depreciation a 


held steady 


manifested no sig 


ures ranged do 








1984 


COSTS PER TRANSACTION: 1953 


Derived Common Figures {a) 


Items 


Total Number of Reports 
Number Reporting Transaction Data 


INDEX OF CHANGE, 1953/1952 


Dollar Sales 
Number of Transactions 


AVERAGE GROSS SALE 
Returns and Allowances 
NET SALES INCOME 


GROSS MARGIN 


NATURAL DIVISIONS OF EXPENSE 


Payroll: 

Executive and Executive Office 
Accounting Office, Accounts 
Receivable, and Credit 
Publicity 

Service and Operations 
Merchandising 

Personnel 


Total Payroll 

Real Estate Costs (b) 
Advertising 

Taxes (b) 

Interest (b) 

Supplies 

Service Purchased 

Losses from Bad Debts 
Donations 

Pensions and Other Retirement 
Allowances 

Other Unclassified 

Traveling 

Communication 

Repairs 

Insurance (except on real estate) 
Depreciation (except on real estate) 
Professional Services (b) 


TOTAL EXPENSE 
NET PROFIT 


Net Other Income (including 
interest on capital owned) 


NET GAIN before Federal Taxes (c) 
Federal Taxes (c) 


NET GAIN after Federal Taxes (c) 


101.5 
100. 0 
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DEPARTMENT STORES 


Total Net Sales per Report (in millions) 


102.0 
100.0 
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a) Cents per transaction except where noted; based on data for owned departments only. 


{ See the Appendix. 
c 





Sales $1 Million and Up 


$50 or More 


20 
19 


100.5 
98.5 


515.0 
55. 0 
460.0 


168.0 


‘ 


155.0 


Federal taxes on income and excess profits. The figures for taxes and net gain after taxes were partly 


estimated. 


NOTE: An explanation of the method by which this table was prepared is given in the Appendix. 


covow wm 


0 
5 
5 
5 
0 
0 
0 
0 
5 
5 
5 
0 
5 
5 


ae eS ae a ae 


~~ wee =. oS oe 
o ofuow 


wo 


w jou fe 


AMEND FAIR LABOR STANDARDS ACT OF 1938 1985 


scale to 0.5% at the bottom (Table 3). Evidently 
during 1953 the depreciation arising from the fixturing 
of new branches and the refixturing of many existing 
departments was being offset by the lower deprecia- 
tion of older fixtures and equipment. 
Outlays for outside professional 
assistance, such as legal, account- 
ing, and research services, again 
seemed to be a little higher for the 
smaller stores than was true in 1952. A weighted 
common figure was approximately 0.6% of sales. 


Earnings 
Since the gross margin percentage 
advanced 0.5% while the total 
expense ratio was rising 0.3% 
(Table 2), the difference of 0.2% was added to the net 
merchandise operating profit (over and above interest 
on owned capital) giving a weighted common figure 
of 2.5% as against the 2.3% of 1952. (Slightly differ- 
ent gross margin and total expense figures for the iden- 
tical firms in Table 1 produced the same profit result.) 
After crediting back the imputed interest as well as 
other net income, the 1953 earnings before taxes came 
up to 5.2% as against 5.0%. In relation to the average 
gross salescheck of $4.45 (for large stores) earnings 
before taxes came to 20.5 cents. 

When the reporting companies were classified ac- 
cording to sales volume (Table 3) the best earnings 
before taxes, again as in 1952, were found in the top 
volume group, 5.5% as against a low of 2.6% at the 
other end of the scale. The close relationship thus im- 
plied between relative profitability and size of enter- 
prise has in fact rarely been demonstrated since the 
prewar period. 


Taxes took half 


Profits before 
taxes rose 


The federal income and excess 
profits taxes subtracted the same 
percentage of sales as in 1952, 2.6%, or, in terms of 
the average gross sales transaction, 10.5 cents (Table 
5). Since a considerable number of the smaller firms 
reporting to the Harvard Bureau are proprietorships, 
no comparable tax data were available for stores be- 
low the $500,000 mark; above that level the greatest 
proportionate tax burden was carried by the top vol- 
ume group, and the smallest by the $500,000 to $1 
million classification (Table 3). 

After taxes the final net earnings 
of department stores in 1953 
amounted to 2.6% of sales, as 
compared with 2.4% in the pre- 
ceding year (Table 2). This 1953 earnings ratio ap- 
plied to the slightly higher sales volume (+1.2%) 
yielded dollar earnings 9.5% greater than in 1952. To 
be noted, however, is the fact that this final “net net” 
was 29% below 1950, and 8% below the readjustment 
year 1949, 

It will be recalled from Table 5 that out of the 5- 
cent larger average salescheck in 1953, 314 cents was 
the amount carried through to gross margin. This table 
also shows that of this 344 cents the higher operating 


Final dollar 
earnings 
improved 9.5% 


expenses in 1953 absorbed 3 cents, and so only one 
half cent came through to raise the final earnings from 
9% cents to 10 cents per sales transaction 

Because of variations in the impact of taxes among 
the several volume classes, the best final profit show 
ing was made not by the $50-million-plus group but 
by the concerns with sales between $2 million and $5 
million, 2.8% of sales as against the low figure of 
2.0% in the $500,000 to $1 million bracket (Table 3) 


anal It is important also to look at 
capital improved *#™ ings _in relation to invested 
capital. When the 1953 final profits 
after taxes were figured as percentages on capital stock 
and surplus, the typical figures ranged from 5.5% in 
the $500,000 to $1 million bracket to 7.5%, which 
figure appeared not only in the top volume group but 
also in the $2 million to $5 million and $10 million 
to $20 million classes. Although these rates of return 
are still below normal in the light of past experience, 
they represent a perceptible improvement over 1952, 
since at least three of the volume groups achieved 
better figures (Tables 7, 8, and 9). 


The profit performance in 1953 
ome nants of department stores with branches 
no higher profits #5 just slightly inferior to the 

showing of department stores 

having no branches, on the basis of comparisons apply 
ing to the volume groups above $10 million. In cities 
over 500,900 population where much of the branch store 
activity is centered, the stores with branches showed to 
better advantage. Although the branch-operating com- 
panies enjoyed higher gross margins, they also encoun 
tered distinctly higher expense ratios (Tables 18 and 
19). 
All the carnings figures in this re- 
port, unless specifically designated 
otherwise, are computed on the 
Fifo basis of inventory valuation 
For a considerable number of companies valuing their 
merchandise stocks annually according to the Lifo 
principle, two sets of figures were obtained, for the 
purpose of comparing profits on the two bases. Again 
in 1953, as in 1952, though for somewhat different 
reasons, the general tendency of Lifo was to raise earn- 
ings, but by so small a margin as to be almost negligi- 
ble. These results were observed both for 26 compa- 
nies using the January, 1941, base and for 11 concerns 
which adopted Lifo on the January, 1950, base (Table 
20). 


Lifo effects on 
earnings were 


very slight 


Variation in earnings among the 
Profit performance several Federal Reserve districts 
— ; | ail exhibited much the same pattern 
districts as in 1952, with Philadelphia, 

Atlanta, and San Francisco in the 
top positions and Boston and the combination of 
Minneapolis and Kansas City in the lowest position 
Because larger stores and smaller stores were com- 
bined in different proportions in the several districts, 
these results cannot be regarded as indicative of real 
geographical differences in business conditions. On 
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the contrary it is probable that in the case of several 
districts, notably Philadelphia, they represent simply 
a somewhat peculiar make-up of the size characteristics 
of the reporting stores (Table 22). 

Despite the fact that some down- 
trend in business conditions ap- 
peared during the fall season of 
1953, with resulting lower rates of 
sales increase than in the spring months, the normal 
seasonal pattern of department store earnings strongly 
asserted itself. With approximately 56% of the year’s 
sales, with better gross margins, and with distinctly 
lower expense rates, the fall months produced from 
three to almost five times as many dollars of earnings 
before taxes in department stores as did the spring 
months (Table 23). 


Specialty Stores 

In 1953 the 70 departmentized spe- 

cialty apparel stores reporting to 

the Bureau for both that and the 
preceding year broke even on sales volume (Table 1), 
a poorer performance than that of the department 
stores, but a superior showing to the decline of 2.6% 
shown by the Department of Commerce for women’s 
apparel and accessory stores for the fiscal year.’ The 
basic fact is that consumer expenditures for apparel 
are by no means keeping pace with the advance in 
disposable income. Since the prices of soft goods in 
1953 either declined by small amounts or held close to 
constant (see p. 5), it follows that the number of 
transactions of the specialty stores reporting to the 
Bureau must have been very little changed, and this 
fact is confirmed by Table 4, which shows a 1% rise 
in the number of transactions for the specialty stores 
above the $5 million mark. In this respect performance 
was perhaps just a shade better than that of department 
stores. Table 4 also suggests that the general sales per- 
formance of the specialty stores under $1 million may 
have been a little better than that of the larger stores 
of this type. 


Fall earnings were 
much better than 
spring earnings 


Sales failed 


to increase 


Like the department stores, the 
specialty apparel stores also suc- 
ceeded in nudging gross margin 
up a bit in 1953, but to only about half the extent of 
the department stores. For the 70 identical firms in 
Table 1, the percentage figure of 37.55% in the latest 
year compared with 37.3% in 1952. There was seem- 
ingly little change in cumulative markon, but mark- 
downs were lower, though part of this gain was swal- 
lowed by an increase in stock shortages. Cash discounts 
were unchanged (Table 10). Unfortunately figures for 
some of these elements of gross margin were not avail- 
able from many of the smaller specialty stores. 

The gross margin percentage displayed some posi- 
tive correlation with sales volume, ranging from 34.4% 
as a common figure under the $1 million mark to 
37.5% in the $5 million-plus grouping. As usual, gross 

8 Survey of Current Business, April, 1953, p. S-8, and April, 
1954, p. S-8. 


Gross margin 
edged up 
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margins in the specialty store volume brackets above 
$1 million were above those of department stores at 
corresponding sales levels, but the common figure of 
34.4% for all specialty store enterprises under $1 mil- 
lion in 1953 was appreciably lower than the common 
gross margin percentages of department stores in the 
$500,000 to $1 million bracket, though well above the 
two department store groups under $500,000 (Tables 
3 and 4). Unfortunately the small number and incom- 
plete character of reports from specialty stores under 
$500,000 did not make separate grouping feasible for 
those stores in this 1953 analysis. 

The rate of stock turn, typically higher for specialty 

stores than for department stores, apparently moved 
up a little in 1953 for the stores in the top volume 
classification, and likewise in this group of stores year- 
end inventories were just a shade under the beginning- 
of-year figures. The two groups of smaller specialty 
stores apparently did not succeed in reducing year-end 
stocks (Table 10). 
With no sales increase in 1953 
specialty stores were unable to re- 
peat their 1952 performance of 
holding the expense rate in check; for the 70 identical 
companies in Table 1 the cost of doing business moved 
up by 0.5%, from 36.45% to 36.95%. These figures 
reflected a dollar increase of 1.5%. Varying somewhat 
from these weighted averages, the common figures 
in Table 4, with no sales volume weighting, ranged 
from 33% in the group below $1 million to 36.2% in 
the $1 million to $2 million group, and to 36.6% in 
the $5 million-plus group. Comparison with last year’s 
figures suggests that the change upward was mainly in 
the $1 million to $5 million bracket. 

Among the natural expense divisions, payroll and 
rent exhibited the principal advances, chiefly in the $1 
million to $5 million group. There was some evidence 
of lower outlays for supplies. The other differences 
were minor. As is invariably the case the figures for 
the three most important natural divisions, payroll, 
rent, and advertising, in the specialty stores with sales 
over $1 million were distinctly higher than the cor- 
responding ratios for department stores (Tables 3 and 
4). 


But expenses 
climbed more 


There was much variation and no 
particular consistency in the net 
profit performance among spe- 
cialty stores of different sizes in 1953. The 70 identical 
companies in Table 1, on an aggregate dollar basis, 
exhibited a falling off in profits before taxes from 
2.85% to 2.5%, a dollarwise drop of 12.5%. But 
Table 4 (in the reports for both years), where figures 
are presented on a common-figure basis for the three 
volume groups, suggests that the poorer earnings per- 
formance was mostly confined to the $1 million to $5 
million classification and that profits both above and 
below that bracket were not greatly different from 
those in 1952. 

Only for the $5 million-plus group were figures 
available for earnings after taxes, and here the ratio 


Earnings picture 
confused 
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f 1.559% to sales was a shade better than 1952's 1.4% 

In both years, of course, the comparison of final earn 
ings between department stores and specialty stores 
was distinctly unfavorable to the latter. It has been 
20 years since specialty store earnings as a percentage 
f sales have been as good as those of department 
stores. At times by reason of their more rapid capital 
turnover specialty stores have been able to show earn- 
ings on invested capital that were not inferior to those 
of department stores, but this was not the case in either 
1952 or 1953, when typical figures for specialty store 
earnings on capital stock and surplus did not exceed 
J. 

Review of 1953 and Appraisal of 
Current Problems 


Perhaps the best that can be said of the year 1953 
in the department store business is that it was the most 
favorable of the three rather drab years that followed 
1950; at least it registered somewhat more improve- 
ment over 1952 than that year did over 1951. In these 
three years the sales of department stores reporting to 
the Harvard Bureau increased only 5% (the somewhat 
broader sample of stores reporting to the Federal Re 
serve banks shows an increase of 6.7% on a seasonally 
adjusted basis) ,° while at the same time consumer dis- 
posable income increased by 20.5%.'® Quite signifi- 
cantly, in these three years consumer savings ran 7.5%, 
7.2%, and 7.3% of disposable income, as against 5.5% 
in 1950," but these savings figures alone obviously do 
not explain this period of doldrums for the department 
store trade. 

Is consumer interest in durable rather than nondura- 
ble goods the answer? No, for in this same period of 
three years following 1950, the personal consumption 
expenditures on durable goods rose only 3%, whereas 
the personal consumption outlays for nondurable 
goods advanced 18%.'* When we examine this latter 
group of expenditures further we begin to find part of 
the answer: sales in the entire apparel group of stores 
during these three years rose only 11%, whereas over 
the same years sales in the entire food group of stores 
lifted 24%.'* Pursuing this same line of thought we 
note also that between 1950 and 1953 personal con- 
sumption expenditures on services soared 25%."* This 
kind of expenditure has advanced steadily throughout 
the postwar period, under the impetus particularly of 
the housing boom, since outlays for housing accommo- 
dations (including rents and imputed rental value of 
owner-occupied buildings) and for household opera- 
tions are very important components of these expendi- 
tures for service. Furthermore it scarcely needs to be 
pointed out that the growth of housing has called forth 
® Federal Reserve Bulletin, April, 1954, p. 399. 

10 Economic Indicators, April, 1954, p. 25. 
11 Tbid., p. 24. 
12 [bid. 


13 1953 Statistical Supplement, Survey of Current Business, 
pp. 44 and 45; Survey of Current Business, February, 1954, p. S-9 
14 Economic Indicators, April, 1954, p. 24. 
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a greatly increased demand for utility services. And at 
the same time other categories of service expenditures 
such as recreation, transportation, and personal serv 
ices, have also expanded 


Or, to look at one more sector of consumer spendin 


which offers little sustenance to department stores, the 
sales of gasoline service stations in 1953 were 39 
above 1950.'* And so the answer to the questior 
where did the dollars go that the department stores ot 
the basis of their early postwar experience expected t 


get, is that they went to the supermarket, to the land 
lord, to the mortgage holder, to the public utilities, t 
the service station operators, and to a great host of 
other purveyors of goods and services that customers 
were more anxious to buy during these years than they 
were to buy the kinds of goods carried by department 
stores. 

Viewed in this light the department store doldrums 
of the past three years are understandable. The physi 
cal volume actually leveled off at an earlier point, for 
there was no significant increase in the number of 
transactions after 1946 (Table 2), but the inflationary 
push carried through 1947 and 1948, with a brief re 
surgence in 1950, lifting the value of the average sales 
transaction and so enhancing dollar sales volume. After 
1950, however, the inflationary stimulus quickly spent 
itself, and in the next three vears the value of the aver 
age gross sale, as well as the number of sales transac 
tions, stayed almost at a dead level 
showed no growth 


so dollar sales 
And in the meantime the situatior 
was aggravated by the pressure of rising wage rates 
an experience which department stores shared along 
with all the rest of American industry, but with whict 
they were in some ways less well able to cope. Hence 
the expense rate over these three years marched up by 
1.7% of sales, notwithstanding the strong efforts of 
management. In the meantime the gross margir 
dropped sharply from 1950 to 1951, and thereafter 
the best that could be achieved by way of offset to the 
rising expense was to boost gross margin back up by 
1% of sales, still not enough to get back to the 1950 
level (Table 2). 

The story of the departmentized specialty appare 
stores in this period is essentially the same, except that 
their predicament stands out the more starkly by rea 
son of their specialization in women’s apparel and 
accessories. 

And so for both these kinds of stores the years 195 
1952, and 1953 simply were not their day in the sur 
That such a day will come again, and plausibly soor 
is not to be doubted, for the qualitative mix of cor 
sumer expenditure clearly exhibits some cyclical move 
ment, and the kinds of spending that are in vogue today 
may be succeded by a different grouping of desires and 
gratifcations tomorrow 

Nevertheless it would be a serious mistake for de 
partment store management merely to wait for the turr 


5 1953 Statistical Supplement, Survey of Current Business 
p. 45; Survey of Current Business, February, 1954, p. $-9 
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of the wheel. Instead there is some serious soul-search- 
ing to be done both by these retail executives and by 
their merchandise suppliers. Where are department 
stores missing out in the modern scheme of things? 
In this great new middle-class market, with its high 
discretionary purchasing power, which seemingly 
ought to be a “natural” for department stores, why has 
the spending pattern swung away from these kinds of 
retail enterprises? Wherein have these stores missed 
the beat in the new tempo of suburban living? Is the 
whole fashion industry conceivably out of touch with 
present-day consumer psychology? Or, to take an- 
other angle, why have sales in food stores increased 
so greatly in this period when apparel sales have been 
languishing? It has long been held to be a basic eco- 
nomic maxim that as a family’s income increases, a 
lower proportion of this income will be spent on food; 
and therefore it seemed to be a reasonable assumption 
that as the total of national disposable income in- 
creased, there would be a smaller proportionate rise in 
food expenditures. But the figures for the postwar 
period apparently belie this assumption. While there 
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are many reasons for this unexpected development,'* 
no one should ignore one simple contributing fact, 
namely, that the modern supermarket as compared with 
the grocery store of 25 years ago makes it more con 
venient, easier, and more attractive for consumers to 
buy. Nothing resembling such a complete change has 
happened in department stores over this period. 

In pondering some of these questions department 
store executives should consider whether there is any 
connection between these problems and the acknow!. 
edged difficulty of attracting good young people into 
this business in recent years. While pursuing the emi 
nently needful task of raising the productivity of de 
partment store personnel, let’s remember that the rea! 
foundations for better productivity must be laid with 
good ideas, and it takes good people to have good ideas. 
In the opinion of the writer serious thought given to 
such matters as the foregoing will pay off better than 
worry devoted to the nearby general business outlook 


16 See “The Fabulous Market for Food,” Fortune, October, 
1953, p. 135. 


SECTION Il 
YARDSTICKS FOR 1953 


In this section of the report some important changes 
have been made this year. Preparatory to an eventual 
shift of the expense classification to the new expense 
center basis, in accordance with the revision now in 
process of the Controllers’ Congress Standard Expense 
Accounting Manual, the Bureau for 1953 undertook a 
substantially more detailed breakdown of payroll ex- 
pense, going as high as 53 classifications, and at the 
same time dropped the old general functional and sub- 
functional breakdowns of natural divisions other than 
payroll. In the case of real estate costs and advertis- 
ing, however, the usual breakdowns were retained. 
Since payroll is the chief controlable expense, it is 
hoped that the greater detail furnished in this report 
will help retail executives in making comparisons and 
developing standards. 

Since store executives are interested in making com- 
parisons principally with stores in volume ranges com- 
parable with the size of their own stores, the classifica- 
tion according to sales volume is the primary one used 
in this section. The breakdowns of department store 
data are made on the basis of nine volume groups 
ranging from companies with annual sales under 
$250,000 to concerns with sales over $50 million. In 
this connection it should be noted that a main store 
with branches typically made a consolidated report 
and that such reports were classified according to the 
combined sales volume instead of according to the sales 


volume of the main store only. For specialty stores the 
data this year have been consolidated into three volume 
groups, those with sales under $1 million, those with 
sales between $1 million and $5 million, and those 
with sales over $5 million. Owing to the relatively 
small number of reports received from specialty stores, 
86 for 1953, and owing to the wide range of sales 
volume represented by these stores, it has always 
proved difficult to obtain reliable common figures. The 
reduction to three volume groups for this study is an 
effort to provide more reliable data. 

The information in this section is set forth in four 
comprehensive tables: Table 7, for the three groups 
of department stores with individual sales under $1 
million; Table 8, for the three groups of department 
stores with sales between $1 million and $10 million; 
Table 9, for the three groups of department stores with 
sales over $10 million; and Table 10, for the three 
groups of specialty stores noted above. To the extent 
that the figures are available, each table brings together 
data on the number of firms; sales and transaction in- 
dexes; merchandising data, including gross margin, 
cumulative markon, markdowns, stock shortages, cash 
discounts earned, number of stock turns, and so on; 
total expense; earnings before and after taxes; return 
on capital stock and surplus; natural divisions of ex- 
pense; breakdown of real estate costs and advertising 
into component parts; breakdown of payroll into 53 
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classifications (for the largest stores); sales by mer- 
chandise divisions; sales according to terms of sale; 
credit costs in relation to credit sales; sales and trans- 
actions per employee; executive compensation; and 
sales and transactions per square foot of space. 

For the smaller volume classifications, both of de- 
partment stores and of specialty stores, it is under- 
standably not possible to present as detailed figures as 
for the larger store groups, because at these lower 
sales levels stores typically do not have such detailed 
breakdowns of information available. This comment 
applies particularly to Table 7. 


Range Figures 


For each item, range figures as well as common fig- 
ures are reported. The presentation of range figures 
for all items is undertaken in order to enhance the 
usefulness of the report for comparative purposes, 
since it is helpful to the executive, in case he finds that 
his store’s figure for a particular item differs consid- 
erably from the common figure, to know whether his 
experience is only a little off typical or whether it is 
fairly far removed from the norm. These range figures 
are the interquartile, or middle, ranges, representing 
the top and bottom of the middle half of each array. 
In other words the figures for half of all the firms 
submitting usable data for the particular item fell 
within the limits of these ranges, whereas the data for 
a quarter of the firms in each sample were above the 
upper range figure and the data for the other quarter 
of the firms were below the lower range figure. Thus, 
for instance, in Table 7 there were 41 reporting com- 
panies in the sales bracket between $500,000 and $1 
million, and after the total payroll percentages were 
computed from all these reports, the percentage figures 
were arranged in order from the lowest to the highest. 
When they were so arranged, it was found that half 
the figures lay between the limits of 16.93% and 
20.74%, while one quarter of the figures were higher 
than 20.74% and the other quarter were lower than 
16.93%. The common figure was 19.2%. Although 
the common figure always falls within the middle 
range, it is not necessarily precisely in the middle, as 
this instance illustrates. Here the fact that the common 


figure is closer to the upper side of the middle range 
shows that distribution of payroll percentages for this 
group tended to be concentrated toward the higher side 
of the interquartile range. Where a middle range is 
quite wide, as in the case of donations in this same 
volume group, with a middle range extending from 
0.06% to 0.199% and a common figure of 0.1%, the 
implication is that expense experience on this item was 
scattered widely, without much definite concentration 
Obviously in such a situation the common figure is « 
less reliable guide than in cases where the middle 
range is narrow. For « detailed explanation of the 
derivation of common figures the reader should consult 
the Appendix. 


Uses and Limitations of Expense Percentages 


Comparisons of percentage data, expressing expense 
items and other significant operating figures as per 
centages of sales, serve mainly to direct the attention 
of executives to situations which call for investigation 
and possible action. Such investigation and action 
normally will follow these steps: (1) verification of 
the validity and significance of the comparison, (2) de- 
termination of reasons for the difference, (3) decision 
as to what remedial action, if any, is required, and 
(4) provision of management means for carrying out 


' this decision at the appropriate time. It is to be empha- 


sized that in the actual work of management percent 
age comparisons are of chief value at the preliminary 
stage of the steps just mentioned, when they serve a 
“bird dog” function of pointing to matters that need 
examination; suggestions for making effective use of 
percentage comparisons at this stage have appeared 
frequently in earlier reports in this series. But when 
it comes to the important tasks of determining real 
reasons for differences, learning what are the con 
troling factors, and planning for better performance 
in the future, percentage data are of _yery limited use- 
fulness, and a different approach becomes necessary. 
That is the approach toward which the NRDGA is 
moving in the revision, now in process, of the Standard 
Expense Accounting Manual, and it is the approach 
toward which is pointed Section III of this report, 
Production Unit Expense Comparisons. 
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OPERATING RESULTS: 1953 , DEPARTMENT STORE: 
Common and Range Figures Sales Under $1 Milli 


Total Net Sales per Report (in thousands) 


Less than $250 $500 - $1,000 
BASIC DATA 
Number of Reporting Firms 


Common Common Common 
Figures Middle Range Figures Middle Range Figures Middle Range 
Total Net Sales per Report, in 


Thousands of Dollars 275-437 
Population of City, in Thousands (a) 7-37 


SALES INDEXES, 1953/1952 


All Departments . . 17-107. 24 . . 14-103. 63 ° . 85-104, 78 
Owned Departments > . 38-106. 36 ‘ . 95-103. 63 > . 63-104. 72 
Leased Departments -- -- . . 59-102. 69 


OTHER INDEXES, 1953/1952 


Total Dollar Expense in Owned Depts. - 28-105. 40 . 55-105. 44 
Total Dollar Payroll in Owned Depts. . 44-105, 14 . 89-105. 39 


MERCHANDISING DATA, 
%'s of Net Sales in Owned Depts. 
(except where noted) 


Inward Transportation Costs le .70- 1.06 ° . 3- 1.42 
Alteration and Workroom Costs (Net) -- -- 
Cash Discounts Earned on Purchases _ .29- 3.52 . .34- 3.03 
Beginning Inventory a . 87-31. 74 . . 08-24, 89 
Ending Inventory t . 74-30,19 i . 03-25, 53 
Number of Stock Turns Based on i 

Beginning and Ending Inventories , i . . 65- 4,48 


%'S OF TOTAL SALES 


Owned Departments 
Leased Departments 


Total, All Departments 


% SALES BY TERMS OF SALES 


Cash, C.O.D., and Layaway . 90-83, 12 
Regular Charge, Instalment, Revolving 
Credit, and/or Coupon Accounts . 88-43, 10 


Total 


- 43-72, 49 
. 51-58, 57 


%'S OF NET CHARGE SALES 


Interest on Accounts Receivable 5 .62- 0.94 
Average Accounts Receivable Outstanding : . 51-23. 38 


EXECUTIVE DATA 


Number of Executives 2-3 2-3 


Average Compensation of Executives ($) 3, 660-7, 500 4, 900-8, 325 6, 865-12, 116 
Total Exec. Compensation % Net Sales . 4. 52-8. 00 4 3. 92-5. 78 2. 87-5. 03 
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Tabie 7 (Continued 


PERATING RESULTS: 1953 DEPARTMENT STORES 
mmon and Range Figures Sales Under $1 Millioe 


Total Net Sales per Reyort (in thousands 


$250 - $500 
Comman 
Figures 


Mon 


Middie Range Figures 


MARGIN, EXPENSE, AND PROFIT, 
t's of Net Sales in Departments 


jross Margin ; 27. 0 4 49-34. 77 33. 17-36. 29 
Total Expense \ . > 40-33 2. 11-36. 02 
Net Operating Profit or Loss 0 . 1. 0.%4- 3 2 0 61- 3% 
Profit on Leased Departments (b) ei 
Interest (>) . . v6 
Other Revenue ‘. . 0 03 
Total Net Other Income > 7 29 20 


Net Gain before Federal Taxes (c) . : ° ’ | o | ). 86 
Federal Taxes (c) -- 0.43 


Net Gain after Federal Taxes (c) - - 3 0. 66 


$ RETURN ON CAPITAL STOCK 
AND SURPLUS 


Net Gain before Federal Taxes (c) 
Net Gain after Federal Taxes (c) 


NATURAL DIVISIONS OF EXPENSE, 
t's of Net Sales in Owned Departments 


Payroll; 
Executives or Active Owners . . 7 § .16- 5 
All Other . . 67-14. 
Total Payroll ‘ 7. 60-20 


Real Estate Costs: () 
Rent 

Other Real Estate Costs 
Total Real Estate Costs 








Interest (b) 

Supplies 

Service Purchased 

Losses from Bad Debts 

Donations 7 

Pensions and Retirement Allowances 
Other Unclassified 

Traveling 

Communication 

Repairs 

Insurance (except on real estate) 
Depreciation (except on real estate) 
Professional Services (b) 


Total Expense 
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Usable data not available. L 
Some of the reports covered the operations of more than one store In such cases, the populatior 
which the main store was located was usec in preparing the figures for population 
See the Appendix. 
Federal taxes on income and excess profits. The common figures for taxes and net gain after 
estimated. 

NOTE: Some firms omitted data for certain items. Averages were based only on usable reporte 

the absence of data was believed to indicate zero amounts 
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OPERATING RESULTS: 1953 DEPARTMENT STORES 
Common and Range Figures Sales $1 - $10 Million 


Total Net Sales per Report (in thousands) 


$5, 00 — 60,00 
ommon Comm: Common 
— fe] one 
BASIC DATA 


Number of Reporting Firms -- 


5, 537-8, 165 
Population of City, in Thousands (a) 60-279 


SALES INDEXES, 1953/1952 


All Departments . 26-102. 92 
Owned ents ° . 35-105. 69 
Leased Departments . . 46-108. 25 
Upstairs Departments (b) . 26-101. 98 
Basement Departments (c) -- 


OTHER INDEXES, 1953/1952 


Number of Transactions in: 
All Departments . 64-100. 95 
. 25-106. 46 
Exp . 68-106. 41 
Total Dollar Payroll in Owned Depts. . 40-105. 58 


TRANSACTION DATA ($) (Owned Depts. 


Average Gross Sale » . . 98 . 23-4. 63 
Total Expense per Transaction . ° ° . 91-1. 53 
Payroll Cost per Transaction > b . . 52-0. 79 


MERCHANDISING DATA, 
%'s of Net Sales in Owned Departments 


53- 6.88 
65- 1.00 
74--1.10 


73- 8.68 


81- 1.29 
41- 0.71 
37- 2.97 
04-16. 93 
39-17,19 


wn 


Markdowns 
Discounts to Employees and Others 
Stock Shortages 
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Total Retail Reductions 


Inward Transportation Costs 
Alteration and Workroom Costs (Net) 
Cash Discounts Earned on Purchases 


Ending Inventory 


OTHER MERCHANDISING DATA, 
Based on Data for Owned Departments 


Derived Cumulative Markon (d) 
Number of Stock Turns Based on: 
Monthly Inventories 

Beginning and Ending Inventories 
Returns and Allowances: 

% of Gross Sales 

% of Net Sales 
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Table § (Contineed 


OPERATING RESULTS: 1953 DEPARTMENT STORES 
“ommon and Range Figures Sales $1 $10 Millce 


Total Net Sales per Report (in thousands 


$1,000 - $2, 000 $2,000 - $5, 000 | $5, oC 


MARGIN, EXPENSE, AND PROFIT, 
q's of Net Sales in Owned Departments 
Gross Margin 

Total Expense 

Net Operating Profit 


Profit on Leased Departments (d) 
Interest (d) 
Other Revenue 


Total Net Other Income 


Net Gain before Federal Taxes (e) 
Federal Taxes (e) 


Net Gain after Federal Taxes (e) 
% RETURN ON CAPITAL STOCK 
AND SURPLUS 


Net Gain before Federal Taxes {3} 
Net Gain after Federal Taxes (e 
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NATURAL DIVISIONS OF EXPENSE, 
%'s of Net Sales in Owned Departments 


Payroll 

Executives or Active Owners 
All Other 

Total Payroll 


Total Real Estate Costs 


Advertising: 

Newspaper 

Direct Mail 

Radio and TV 

All Other 

Total Advertising 

Taxes (d) 

Interest (d) 

Supplies 

Service Purchased 

Losses from Bad Debts 

Donations 

Pensions and Retirement Allowances 
Other Unclassified 

Traveling 

Communication 

Repairs 

Insurance (except on real estate) 
Depreciation (except on real estate) 
Professional Services (d) 


Total Expense 
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Table 8 (Continued) 


OPERATING RESULTS: 1953 
Common and Range Figures 


Total Net Sales per Report (in thousands) 


Items $1, 000 - $2,000 $2,000 - $5,000 


ACT OF 1938 





DEPARTMENT STORES 
Sales $1 - $10 Mill 


$5, 000 - $10,000 


Common Common Common ; : 
Middle Range Middle Range Middle Range 


PAYROLL COSTS, 

%'s of Net Sales in Owned Departments 
EXECUTIVES, Clericals, Store 
Attorneys, and Research Office 


ACCOUNTING OFFICE, ACCOUNTS 
RECEIVABLE, AND CREDIT 


Accounting Office: 

Controller and Assistant Controllers, 
Office Manager and Assistant Office 
Managers, General Bookkeeping, 
and Statistical 

Auditing 

Accounts Payable 

Payroll Office 

Cash Office 

C.O.D. and Will-Call 

Mail and Stenographers 

Telephone Operators 


Total Accounting Office 
Accounts Receivable and Credit 


Total Accounting Office, Accounts 
Receivable, and Credit 


PUBLICITY 


Sales Promotion: 

Publicity Manager and Assistants 
Copywriters and Proofreaders 
Artists 

Direct Mail, Radio, TV, Shows, 
Exhibits, etc. 


Total Sales Promotion 
Display: 


Display Manager and Assistants -- 
Sign Writers and Miscellaneous -- 


Total Display \ 0. 25-0. 46 
Total Publicity . 0. 53-0. 87 
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12-0. 
06-0. 
08-0. 
03-0. 
34-0. 


16-0. 
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26-0. 
64-0, 
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Table § (Continued 


WERATING RESULTS: 1953 DEPARTMENT STORES 
mmon and Range Figures Sales $i $10 Millice 


Total Net Sales per Report (in thousands) 


$1, 000 - $2, 000 $2,000 - $5, 00 $5, 000 - $10, 00 


————$—$—————— 
Common Comman Common | 
Figeres | Seene Sang | vigswes | Sete Rap 


ET | 


+S OF TOTAL SALES () 


Piece Goods and Household Textiles 
Smallwares 

women's and Misses’ Ready-to-Wear 
Accessories 

Women's, Misses’, and Chilcren’s 
Outer Apparel 

Men's and Boys' Clothing and 
Furnishings 

Home Furnishings 

Miscellaneous (including Cost Depts.) 


Total, Upstairs Departments 
Basement Departments 


Total, All Departments 


Owned Departments 
Leased Departments 


Total, All Departments 


.82- 9. 88 
62- 9.69 
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73-30. 88 
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41-14. 82 
. 81-20, 56 
58- 7.64 
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} SALES BY TERMS OF SALE 


Cash 

c.0.D. 

Layaway 

Regular Charge 

Regular Instalment 

Revolving Credit and/or Coupon 
Accounts 

(2-0. 29 tal 

6-0. 11 - 

8-0.15 
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#S OF NET CHARGE SALES 


93-0. 08 
Payroll - Accounts Receivable and 
$4-0.47 Credit 
Losses from Bad Debts 
16-0. 33 Interest on Accounts Receivable 
4-0.11 Average Accounts Receivable 
Outstanding 
26-0. 39 


54-0, 86 
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Table 8 (Continued) 


OPERATING RESULTS: 1953 DEPARTMENT STORE 


Common and Range Figures Sales $1 - 


Total Net Sales per Report (in thousands) 


$10 Millice 


Stems $1,000 - $2,009 $2,000 - $5, 000 $5,000 - $10, 000 
Common Common Common = 


PAYROLL COSTS, 
%'s of Net Sales in Owned Depts. (Cont. ) 


SERVICE AND OPERATIONS 


Superintendent and Assistants 
Supply Department 

Store Protection and Watchmen 
Other Customers" Service 
Receiving Merchandise (including 
Returns to Vendors) 

Elevator and Escalator Employees 
Porters and Cleaners 
Maintenance Mechanics and Light, 
Heat, and Power 

Delivery 


Total Service and Operations 


MERCHANDISING 


Merchandise Managers and Assistants 
Buyers and Assistants, Merchandise 
Clericals, and Comparison and 
Style Coordination 

Domestic and Foreign Buying Offices 
Checking and Marking Merchandise 
Floor Managers and Assistants 
Salespeople 

Miscellaneous Selling 

Mail and Telephone Shoppers 

Stock and Clericals 

Examiners, Cashiers, Inspectors, 
Wrappers, Packers, Transfer and 
Exchange Desk and Merchandise 
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Adjustment Office -- 0. 00-0. 52 0 
Total Merchandising 11. 05-12. 78 ll 
PERSONNEL 0 
TOTAL PAYROLL 16 
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. 26-0. 73 
- 41-12, 62 


. 15-0. 28 


- 50-18, 96 





FAIR LABOR STANDARDS ACT OF 1938 1997 


Table 8 (Concluded) 


OPERATING RESULTS: 1953 DEPARTMENT STORES 
‘ommon and Range Figures Sales $1 - $10 Millice 


Total Net Sales per Report (in thousands) 


PERSONNEL DATA (&) 
Salespeople % Total Employees 53. 97-60. 19 48. 40-60. 00 


sales per Employee () : 12, 593-13, 494 13, 436-16, 157 
sales per Salesperson ($) 23,000 | 20, 528-25, 044 25, 066-34, 948 


Sales per Man-hour ($) 5. 64- 6.67 ; 6.15- 7.62 
Sales per Selling Man-hour ($) 9. 84-11. 25 a 11, 87-16, 02 


Transactions per Employee -- 3, 286-4, 298 
Transactions per Salesperson -- 6, 563.7, 770 


Transactions per Man-hour -- ‘ 1. 58-2. 06 
Transactions per Selling Man-hour -- » 3. 15-3. 73 

4-0. 51 EXECUTIVE DATA 

0-2. 19 Number of Executives 2-4 3-5 
Average Compensation of Executives ($) 7, 104-12, 313 13, 836-20, 000 
Total Executive Compensation 

15-0. 82 % of Net Sales . 1. 62-3. 12 1, 69-2. 78 

SPACE DATA (b) 

Real Estate Costs per Sq. Ft. ($) -- ‘ 0. 59- 1,57 


Sales per Sq. Ft. Total Space . 28. 54-45. 51 ° 29. 64-54. 96 
Sales per Sq. Ft. Selling Space ($) bs 42. 24-71. 49 .00 54. 31-85. 52 


Transactions per Sq.Ft. Total Space 7-11 9-12 
Transactions per Sq. Ft. Selling Space 10-19 15-21 


Selling Space % Total Space . 58. 76-77, 13 . 52. 24-67. 48 
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Usable data not available. 
26-0. 73 (a) Some of the reports covered the operations of more than one store. In such cases, the population of the city in 
which the main store was located was used in 5 eS the figures for population. 
b1-12, 62 (b) Based on data for owned and leased departme 
c) Based on data reported by firms operating Cone departments. 
5-0, 28 (d) See the Appendix. 
— e) Federal taxes on income and excess profits. The figures for taxes and net gain after taxes were partly estimated 
NOTE: Some firms omitted data for certain items. Averages were based only on usable reported figures except where 
50-18, 96 the absence of data was believed to indicate zero amounts. 








1998 


OPERATING RESULTS: 1953 
Common and Range Figures 


Items 


BASIC DATA 


Number of Reporting Firms 

Total Net Sales per Report, in 
Thousands of Dollars 

Population of City, in Thousands (a) 


SALES INDEXES, 1953/1952 


All Departments 

Owned Departments 
Leased Departments 
Upstairs Departments (b) 
Basement Departments (c) 


OTHER INDEXES, 1953/1952 


Number of Transactions in: 
All Departments 
Departments 
Total Dollar Expense in Owned Depts. 
Total Dollar Payroll in Owned Depts. 


TRANSACTION DATA ($) (Owned Depts. ) 


Average Gross Sale 
Total Expense per Transaction 
Payroll Cost Per Transaction 


MERCHANDISING DATA, 
%'s of Net Sales in Owned Departments 


Markdowns 


Discounts to Employees and Others 
Stock Shortages 


Total Retail Reductions 


Inward Transportation Costs 
Alteration and Workroom Costs (Net) 
Cash Discounts Earned on Purchases 
Beginning Inventory 

Ending Inventory 


OTHER MERCHANDISING DATA, 
Based on Data for Owned Departments 


Derived Cumulative Markon (d) 
Number of Stock Turns Based on: 
Monthly Inventories 

Beginning and Ending Inventories 
Returns and Allowances: 

% of Gross Sales 

% of Net Sales 








AMEND FAIR LABOR STANDARDS ACT OF 1938 


Table 9 


DEPARTMENT STORES 
Sales $10 Million and Up 


Total Net Sales per Report (in thousands) 


$10, 000 - $20, 000 $20,000 - $50, 000 $50,000 or More 


Common Common Common 
Middle Range | Figures Figures | Middle Range 
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11, 398-15, 670 
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802-3, 621 
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- 41-102. 21 
99. 34-104. 31 
98. 13-104. 8 


ere 











. 84- 
. 15- 
. 91- 


83- 


84- 
. 43- 
2.43- 2, 
12, 75-14. 34 
12, 82-14. 70 





eon 
nvow 
an 









05- 


88- 
62- 
37- 





. 


oo @ oof 





Senco 3 oof 
eeyor x 
AIAAaGQo vw 

uo 





mee 


me 
er NOSo @ KO 


_— 


97- 4. 
48- 5 


59 
a 


. 67-12,19 
71-13, 89 


io 
of #e 


- 26- 


FAIR LABOR STANDARDS ACT OF 1938 1999 


Table 9 (Continued 


ERATING RESULTS: 1953 DEPARTMENT STORES 
Common and Range Figures Sales $10 Million and Uy 


Soe ce 
—_—______ 


Total Net Sales per Report (in thousands) 


$10,000 - $20, 000 $20,000 - $50, 000 $50, 000 or More 


Common R Common Common 
—— — | Geet [ataae mange | Senne | oo — 


MARGIN, EXPENSE, AND PROFIT, 
t's of Net Sales in Owned Departments 


950-91. 7h Gross Margin 
802-3, 621 Total Expense 


Net Operating Profit 


Profit on Leased Departments (d) 
Interest (d) 
Other Revenue 


Total Net Other Income 


Net Gain before Federal Taxes (e) 
Federal Taxes (e) 


Net Gain after Federal Taxes (e) 


} RETURN ON CAPITAL STOCK 
AND SURPLUS 


Net Gain before Federal Taxes fe} 
Net Gain after Federal Taxes (e 


NATURAL DIVISIONS OF EXPENSE, 
%'s of Net Sales in Owned Departments 


Payroll 

Executives or Active Owners 
All Other 

Total Payroll 


Real Estate Costs: (d) 
Rent 

Taxes 

Interest 

Insurance 

Depreciation 

Total Real Estate Costs 


Advertising: 
Newspaper 
Direct Mail 
Radio and TV 
All Other 

Total Advertising 


Taxes (d) 

Interest (d) 

Supplies 

Service Purchased 

Losses from Bad Debts 

Donations 

Pensions and Retirement Allowances 

3. 97- 4.59 Other Unclassified 

4. 48- 5.24 Traveling 
Communication 

9. 67-12.19 ore 

0. 71-13. 89 Insurance (except on real estate) 
Depreciation (except on real estate) 

Professional Services (d) 


Total Expense 
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2000 AMEND FAIR LABOR STANDARDS ACT OF 1938 


Table 9 (Continued) 


OPERATING RESULTS: 1953 DEPARTMENT STORg: 
Common and Range Figures Sales $10 Million anc \» 


Total Net Sales per Report (in thousands) 


oni $10,000 - $20, 000 $20,000 - $50, 000 $50,000 or More 


Common Common Common 
Middle Range Figures Middle Range Figures Middle Range 


PAYROLL COSTS, 

%'s of Net Sales in Owned Departments 

EXECUTIVES, Clericals, Store 

Attorneys, and Research Office 0. 31-0. 62 


ACCOUNTING OFFICE, ACCOUNTS 
RECEIVABLE, AND CREDIT 


Accounting Office: 

Controller and Assistant Controllers, 
Office M: r and Assistant Office 
Managers, ral Bookkeeping, 


and Statistical 0. 0. 0. 25 0. 0 0. 18-0. 23 
Auditing 0. 0. 0. 20 0. 0 0. 16-0. 21 
Accounts Payable 0. 0. 0.18 0. 0 0. 12-0. 18 
Payroll Office 0. 0. 0. 08 0. 0 0. 05-0. 08 

Office 0. 0. 0.13 0. 0 0. 09-0.12 
C.0.D. and Will-Call 0. 0. 0.05 0. 0 0. 02-0. 03 
Mail and Stenographers 0. 0. 0.04 0. 0 0. 02-0. 04 
Telephone Operators 0. 0. 0.07 0. 0 0. 06-0. 08 

Total Accounting Office 0. 1.00 0. 0. 0. 79-1. 03 
Accounts Receivable and Credit 0. 0.70 0. 0. 0. 60-0. 74 


Total Accounting Office, Accounts 
Receivable, and Credit 
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PUBLICITY 


Sales Promotion: 
Publicity Manager and Assistants 





0. 10-0. 15 
Copywriters and Proofreaders 0. 06-0. 10 
Artists 0. 06-0. 11 
Direct Mail 0. 00-0. 03 
Radio and TV 0. 00-0. 00 
Shows, Exhibits, etc. 0. 02-0. 08 
Total Sales Promotion b> . 33-0.45 0. 31-0. 44 
Display: 
2 eenagee and Assistants . . 19-0, 28 0. 14-0. 24 
gn Writers 0. 04-0. 06 
Miscellaneous Display . - 04-0. 06 0. 00-0, 16 
Total Display . 25-0. 32 0. 25-0. 31 
Total Publicity be . 59-0. 77 0. 60-0. 73 





AMEND FAIR LABOR STANDARDS ACT OF 1038 2001 


Table 9 (Continued 


OPERATING RESULTS: 1953 DEPARTMENT STORES 
Sales $10 Million and Up 


Total Net Sales per Report fin thousands 
$10, 000 - $20, 000 $20,000 - $50, 000 $50, 000 or More 


Common Common 
Middie Range Figures Figures Middie Range 


PAYROLL COSTS, 
4's of Net Sales in Owned Depts. (Cont. ) 


SERVICE AND OPERATIONS 


Superintendent and Assistants 

Supply Department 

Store Protection and Watchmen 
Other Customers’ Service 

Receiving Merchandise 

Handling Returns to Vendors 
Elevator and Escalator Employees 
Porters and Cleaners 

Maintenance Mechanics 

Light, Heat, and Power 

Delivery 

Delivery rintendent and Assistants 
Package Delivery 

Furniture and Bulk Delivery 

Parcel Post, Freight, and Express 
Trucking 


Garage and Repair Shop 
Total Delivery 
Total Service and Operations 
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MERCHANDISING 


Merchandise Managers and Assistants 
Buyers and Assistants and Merchandise 
Clericals 
Comparison and Style Coordination 
Domestic and Foreign Buying Offices 
Checking and Marking Merchandise 
Floor Managers and Assistants 
Salespeople 

10-0. 15 Miscellaneous Selling 

06-0. 10 Mail and Telephone Shoppers 

06-0. 11 Stock and Clericals 

5 Examiners, Cashiers, Inspectors, 

and Wrappers 
Packers 
Transfer and Exchange Desk 

31-0. 44 Merchandise Adjustment Office 


Total Merchandising 
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14-0. 24 PERSONNEL 


ee Personnel Management 


Employment 
Training 


Welfare 


25-0. 31 


60-0. 73 Total Personnel 0. 17-0. 26 0. 
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2002 AMEND FAIR LABOR STANDARDS ACT OF 1938 


Table 9 (Continued) 


OPERATING RESULTS: 1953 DEPARTMENT STORES 
Common and Range Figures Sales $10 Million anc 






Total Net Sales per Report (in thousands) 


$10,000 - $20, 000 $20,000 - $50, 000 $50, 000 or More 


Common ; Common Common 
erenicatiintinas Figures ee aa 














Items 





Middle Range 





%'S OF TOTAL SALES () 

































Piece Goods and Household Textiles 5.5 3.96- 5.17 4.14- 5.2% 
Smallwares 9.0 8. 99-11.55 7.13- 9.17 
Women's and Misses’ Ready-té-Wear 

Accessories 16.5 13. 97-19. 21 13. 70-16, 4 
Women's, Misses’, and Children's 

Outer Apparel 19.5 .0 15. 71-20. 86 12. 42-16. 85 
Men's and Boys’ Clothing ana 

Furnishings 9.5 5 8. 06-10. 73 7.94- 9.2% 
Home Furnishings 18.0 5 17, 45-21. 38 19. 68-23. 49 
Miscellaneous (including Cost Depts.) 9.5 5 6. 20-10, 68 6. 31-12. 12 
Total, Upstairs Departments 87.5 -5 82. 72-90, 87 77. 70-86. 24 
Basement Departments 12.5 5S 9. 13-17, 28 13. 78-22. 3 
Total, All Departments 100.0 .0 -- - 
Owned Departments 94.0 .0 93. 44-98. 05 94. 42-98. 58 
Leased Departments 6.0 .0 1, 95- 6.56 1.42- 5,58 
Total, All Departments 100.0 












% SALES BY TERMS OF SALE 









Cash . 25-42. 20 30. 57-40. 37 
c.0.D. 1. 35- 2.68 2. 08- 7.42 
Layaway 2. 26- 4.00 0. 00- 1. & 
Regular Charge 39. 30-53. 10 44. 10-51, 25 
Regular Instalment 5.15- 9.76 5. 86- 8.52 
Revolving Credit and/or Coupon 

Accounts 0.00- 1.46 0. 00-10 


Total 












%'S OF NET CHARGE SALES 
Payroll - Accounts Receivable and 













Credit 1,12- 1,49 0.95- 1.26 1. 04- 1.4) 
Losses from Bad Debts 0.15- 0.44 0.20- 0.37 0. 20- 0. 40 
Interest on Accounts Receivable 0. 86- 1,09 0. 88- 1.13 0. 84- 1,15 


Average Accounts Receivable 
Outstanding 








. 34-29, 20 22, 22-29, 25 
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AMEND FAIR LABOR STANDARDS ACT OF 1938 2003 


Table 9 (Concluded 


WERATING RESULTS: 1953 EPARTMENT STORES 
mmon and Range Figures Sales $10 Milli and 


Total Net Sales per Report 





$10, 000 - $20, 000 


‘ewes Middle Range : 4 Middie Range 


PERSONNEL DATA (bd) 
Salespeople % Total Employees B 43. 22-49. 2 


Sales per Employee ($) 14, 542-15, 93.2} 
Sales per Salesperson ($) 31, 102-36, 345 


Sales per Man-hour ($) 6. 99 é 
Sales per Selling Man-hour ($) 14. 96-17. 49 


Transactions per Employee 3,800- 5,123 
Transactions per Salesperson 8, 321-10, 859 


Transactions per Man-hour 
Transactions per Selling Man-hour 


EXECUTIVE DATA 


umber of Executives 

\werage Compensation of Executives ($) 
tal Executive Compensation 

t of Net Sales 





SPACE DATA (b) 
Real Estate Costs per Sq. Ft. ($) 


Sales per Sq. Ft. Total Space ($) 
Sales per Sq. Ft. Selling Space ($) 


Transactions per Sq. Ft. Total Space 
Transactions per Sq. Ft. Selling Space 


Selling Space % Total Space 








* Usable data not available. 
Some of the reports covered the operations of more than one store, In such cases, the 
which the main store was located was used in preparing the figures for population. 
Based on data for owned and leased departments. 
Based on data reported by firms operating basement departments 
See the Appendix. 
Federal taxes on income and excess profits. The figures for taxes and net gain after taxes were partly estimated 
NOTE: Some firms omitted data for certain items. Averages were based only on usable reported figures except where 
the absence of data was believed to indicate zero amounts 


popuiatior 





2004 AMEND FAIR LABOR STANDARDS ACT OF 1938 





Table 10 


OPERATING RESULTS: 1953 SPECIALTY STORES 
Common and Range Figures All Gr 


ups 


Total Net Sales per Report (in thousands) 


one Less than $1, 000 $1, 000 - $5, 000 $5,000 or More 
iss [mete naw | ips [sate new | ga | ate 


BASIC DATA 

Number of Reporting Firms 50 20 16 -- 
Total Net Sales per Report, in 

Thousands of Dollars 300 2, 000 11, 000 7, 000-13, 066 
Population of City, in Thousands (a) 50 200 850 504- 1, 850 


SALES INDEXES, 1953/1952 








1, 644-2, 731 
99-331 


All Departments 101.0 100.5 97. 55-103, 71 100.5 97. 20-104, 25 
Owned Departments 101.5 100.0 97. 73-103. 62 100.5 96. 30-104. 33 
Leased Departments ° ° -- 101.0 97. 64-103. 41 





OTHER INDEXES, 1953/1952 

Number of Transactions in 

All Departments 97, 91-104. 26 
Owned Departments 96. 96-103. 79 
Total Dollar Expense in Owned Depts. 100, 10-103. 13 
Total Dollar Payroll in Owned Depts. 100, 38-106. 04 
TRANSACTION DATA ($) (Owned Depts. ) 

Average Gross Sale 6, 75-13. 83 
Total Expense per Transaction 2. 20- 3,99 
Payroll Cost per Transaction 1,19- 2.1 


MERCHANDISING DATA, 
%'s of Net Sales in Owned Departments 


Markdowns 
Discounts to Employees and Others 
Stock Shortages 


Total Retail Reductions 


Inward Transportation Costs 
Alteration and Workroom Costs (Net) 
Cash Discounts Earned on Purchases 
Beginning Inventory 

Ending Inventory 
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OTHER MERCHANDISING DATA, 
Based on Data for Owned Departments 


Derived Cumulative Markon (b) 
Number of Stock Turns Based on 
Monthly Inventories 


3. 82- 5.33 
Beginning and Ending Inventories 4.42- 6,12 
Returns and Allowances: 
% of Gross Sales 11, 44-16, 08 
% of Net Sales 12, 92-19,15 
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AMEND FAIR LABOR STANDARDS ACT OF 1938 2005 


Table 10 (Continued 


WPERATING RESULTS: 1953 SPECIALTY STORES 
“ommon and Range Figures All Groups 


Total Net Sales per Report (in thousands 


753.000 ao More 


MARGIN, EXPE AND PROFIT, 
t's of Net Sales in Departments 


Gross Margin 
Total Expense 
Net Operating Profit or Loss 


Profit or Loss on Leased Depts. (b) 
nterest (b) 
Other Revenue 


Total Net Other Income 


Net Gain before Federal Taxes (c) 
Federal Taxes (c) 


Net Gain after Federal Taxes (c) 


+ RETURN ON CAPITAL STOCK 
AND SURPLUS 


Net Gain before Federal Taxes (c) 
Net Gain after Federal Taxes (c) 


NATURAL DIVISIONS OF EXPENSE, 
t's of Net Sales in Owned Departments 


Payroll: 

Executives or Active Owners 
All Other 

Total Payroll 


Real Estate Costs (b) 


Advertising: 
Newspaper 
Direct Mail 
Radio and TV 
All Other 

Total Advertising 


Taxes (b) 

Interest (b) 

Supplies 

Service Purchased 

Losses from Bad Debts 

Donations 

Pensions and Retirement Allowances 
Other Unclassified 

Traveling 

Communication 

Repairs 

Insurance (except on real estate) 
Depreciation (except on real estate) 
Professional Services (b) 


Total Expense 
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2006 


OPERATING RESULTS: 1953 
Common and Range Figures 


Items 


PAYROLL COSTS, 
%'s of Net Sales in Owned Departments 


EXECUTIVES, Clericals, Store Attorney, 
and Research Office 


ACCOUNTING OFFICE, ACCOUNTS 
RECEIVABLE, AND CREDIT 


Accounting Office: 

Controller and Assistant Controllers, 
Office Manager and Assistant Office 
Managers, General Bookkeeping, and 
Statistical 

Auditing 

Accounts Payabie 

Payroll Office 

Cash Office 

C.O.D. and Will-Call 

Mail and Stenographers 

Telephone Operators 


Total Accounting Office 
Accounts Receivable and Credit 


Total Accounting Office 
Receivable, and Credi 


Accounts 


PUBLICITY 


Sales Promotion: 

Publicity Manager and Assistants 
Copywriters and Proofreaders 
Artists 

Direct Mail, Radio, TV, Shows, 
Exhibits, etc. 


Total Sales Promotion 
Display 


Total Publicity 


AMEND FAIR LABOR 





Table 10 (Continued) 


Total Net Sales per Report (in thousands) 


$1,000 - $5, 000 


Common . ‘ 
oan 7 


Common 
Figures 
















1,01-1, 97 
0.77-1.10 
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2. 09-2, 68 






0. 24-0. 50 
0. 36-0, 58 


0.72-0, 99 
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STANDARDS ACT OF 1938 


SPECIALTY STORES 
All Groups 


$5, 000 or More 


Middle Range 


0. 73-1. 06 
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1, 78-2, 21 


0. 49-0, 72 
0, 23-0, 35 


0. 79-1. 04 


AMEND FAIR LABOR STANDARDS ACT OF 1938 2007 


Table 10 (Continued) 


OPERATING RESULTS: 1953 
wmmon and Range Figures 


Total Net Sales per Report (in thousands 


$1, 000 - $5, 000 $5, 000 or More 


——_-—-—— a 
Common Comm or i * 
PAYROLL C 


t's of Net Sales in Owned Depts. (Cont. ) 
SERVICE AND OPERATIONS 


Superintendent and Assistants 
Supply Department 

Store Protection and Watchmen 
Other Customers’ Service 
Receiving Merchandise and 
Handling Returns to Vendors 
Elevator and Escalator Employees 
Porters and Cleaners 
Maintenance Mechanics and 
Light, Heat, and Power 
Delivery 


Total Service and Operations 





MERCHANDISING 


Merchandise Managers and Assistants 
Buyers and Assistants, Merchandise 
Clericals, and Comparison and 

Style Coordination 

Domestic and Foreign Buying Offices 
Checking and Marking Merchandise 
Floor Managers and Assistants 
Salespeople 

Miscellaneous Selling and 

Mail and Telephone Shoppers 

Stock and Clericails 

Examiners, Cashiers, Inspectors, 
Wrappers, Packers, Transfer and 
Exchange Desk, and Merchandise 
Adjustment Office 


Total Merchandising 0. 04-13. 04 
PERSONNEL 0.00-0.17 


TOTAL PAYROLL | 19,00 | 7. 80-20, 81 











2008 AMEND FAIR LABOR STANDARDS ACT OF 1938 


Table 10 (Concluded) 


OPERATING RESULTS: 1953 SPECIALTY STORES 
Common and Range Figures All Groups 


Total Net Sales per Report (in thousands) 


mene Less than $1, 000 $1, 000 - $5, 000 $5,000 or More 
Common Common Common 
ee —— Figures — _ 












%'S OF TOTAL SALES 




















Owned Departments 90. 47-100. 00 82. 52-97. 29 87. 40-95. 85 
Leased Departments 0. 00-9. 53 2. 71-17. 48 4, 15-12. 60 
Total, All Departments -- -- -- 
% SALES BY TERMS OF SALE 
Cash . 71-43, 10 30. 60-40. 65 
c.o.D. 52, 00-75. 12 0. 00- 2.00 2. 92- 5.49 
Layaway . 19-11, 57 0,00- 2,90 
Charge, Instalment, Revolving Credit 
and/or Coupon Accounts . 33-60. 00 49. 49-63. 60 

Total o- eo 
%'S OF NET CHARGE SALES 

.09- 0.53 ee 

. 69- 0, 87 ow 

. 91-21, 80 om 

35. 58- 42. 90 


13, 252-16, 574 
32) 665-43, 806 


Losses from Bad Debts 

Interest on Accounts Receivable 
Average Accts, Receivable Outstanding 
PERSONNEL DATA (dq) 
Salespeople % Total Employees 
Sales per Employee ($) 

Sales per Salesperson ($) 

Sales per Man-hour ($) 

Sales per Selling Man-hour ($) 
Transactions per Employee 
Transactions per Salesperson 
Transactions per Man-hour 
Transactions per Selling Man-hour 


6.09- 7,97 
15, 70-21. 63 
1, 455-1, 768 
3, 420-4, 968 
0. 70-0. 85 
1, 64-2. 39 
EXECUTIVE DATA 
Number of Executives 3 3-3 4 2-4 
Average Compensation of Executives ($) 19, 000 15, 685-22, 667] 28, 000 25, 018-31, 267 
Total Exec. Compensation % Net Sales be >. 23-3.51 4 1, 00-1. 64 
SPACE DATA (d) 
Real Estate Costs per Sq. Ft. ($) 1,93- 2,84 
Sales per Sq. Ft. Total Space iy 58. 16-64. 75 
Sales per Sq. Ft. Selling Space ($) 87, 67-124. 31 
Transactions per Sq. Ft. Total Space 71-9 
Transactions per Sq. Ft. Selling Space 10-17 
Selling Space % Total Space 47, 54-63.35 


* Usable data not available. L = Loss. 
(a) Some of the reports covered the operations of more than one store. In such cases, the population of the city in 
which the main store was located was used in preparing the figures for population, 
(b) See the Appendix. 
(c) Federal taxes on income and excess profits. The figures for taxes and net gain after taxes were partly estimated. 
(d) Based on data for owned and leased departments. 


NOTE: Some firms omitted data for certain items. Averages were based only on usable reported figures except where 
the absence of data was believed to indicate zero amounts. 
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SECTION Ill 


PRODUCTION UNIT EXPENSE COMPARISONS 


Developing Expense Data for Control Purposes 


It is well known that a committee of the Controllers’ 
Congress currently is supervising a revision of the 
standard classification of accounts for the purpose of 
creating a more effective tool of expense budgeting and 
control. Part of the difficulty with the old expense 
\assification is that it is based on accounting concepts 
mphasizing cost finding, rather than on managerial 
meepts emphasizing cost control, and thus does not 
readily lend itself to those expense groupings that are 
most effective for control purposes. (The need for re- 
vision in this direction was discussed at some length in 
the 1951 Harvard Report.') A second strong reason 
for a revised approach to the expense problem is that, 
under the conventional use of the old classification, 
comparison, either with a store’s own previous experi- 
ence, or with the experience of other stores, usually 
stopped short with the percentage figures because the 
data as supplied to management typically did not pro- 
vide any regularized way of going behind the percent- 
age figures and getting at the causes of the variations 
shown. As an illustration of what is meant by a “regu- 
larized way of going behind the percentage figures,” 
consider the following example, based in part on Table 
11 in this section. 

For a large department store the payroll cost of the 
accounts payable office in one period (which we will 
call Period A) was 0.210% of sales; in a subsequent 
period (which we will call Period B) it was 0.192% 
of sales. Hence the executives conclude that the opera- 
tion of this function is improving; in Period A with 
sales of $10,000,000 there was a payroll cost of $21,000 
for the accounts payable office, and in Period B with 
sales of $12,000,000 there was a payroll cost of 
$23,040; obviously the expense ratio was better in 
Period B. But what are the facts behind these ratios? 
In Period A 70,000 units of work, i.e., merchandise and 
expense invoices, were processed by the accounts pay- 
able office, while in Period B 72,000 work units were 
processed. Converting these figures to a common de- 
nominator, in Period A the workload factor for the 
accounts payable operation was 0.7 units per $100 of 
sales, and in Period B it was 0.6 units. Furthermore 
during Period A the average hourly wage on this job 
was $1.15, but in Period B it was $1.12. It follows 
that in Period A the total man-hours required for the 

$21,000 


accounts payable office were tus” 18,261, while 


1 Harvard Business School. Division of Research, Bulletin No. 
37, Operating Results of Department and Specialty Stores in 
1951, by Maleolm P. McNair, pp. 42. 


23.040 
$1.12 

compare productivity rates for the two periods. In 
Period A the payroll office used 18,261 hours to handle 
70,000 work units, a productivity ratio of 3.83; but in 
Period B this jcb required 20,571 hours to handle 
72,000 work units, a productivity of 3.50. Thus the 
presumed greater efhciency of the payroll operation in 
Period B is shown to be wholly illusory; the lower pay 

roll expense as a percentage of net sales was brought 
about chiefly by a lower workload factor and se 

ondarily by a slightly lower hourly wage cost. The real 
comparison is as shown below 


in Period B they were , or 20,571. Now we can 


Period A Peried B 

Payroll cost per unit produced We 32s 
Workload factor (units produced per 

$100 of sales) 0.7 04 
Hourly wage rate $1.15 $1.12 
Productivity ratio (units produced per 

man-hour } 3.83 35 
Payroll expense % to sales O210% 0.192% 


Steps Involved in Production Unit 
Accounting and Budgeting 


The example just cited shows the need for the pro 
ductivity approach in expense control. As narrated in 
the 1951 report? there has been substantial pioneering 
work done along these lines over a considerable period, 
and notwithstanding many variations in terms and defi 
nitions, there is quite general agreement on the major 
steps. Pending the full description of procedures and 
standardization of definitions that will be forthcoming 
in the now nearly completed revision of the Controllers’ 
Congress expense manual, it may be useful to repeat 
an outline of the major steps, adapted in part from an 
article published in 1953.’ 

1. Expense centers. First, it is necessary to get down 
to where the work is done—i.e., to what the AMC stores 
call “work centers” and what the Controllers’ Congress 
of the NRDGA proposes to describe as “expense cen 
ters.” An expense center is a homogeneous activity 
with a group of workers under a supervisor, such as 
Accounts Payable, Sales Audit, Accounts Receivable 
and Credit, Copy Production, Sign Shop, Protectior 
Comparison Shopping, and so on. 

The number of these expense centers will of course 
vary with the size of the store. For a larger store, for 
instance, Accounts Receivable and Credit may be sub 


divided into Credit, Pre-Billing, Billing, Bill Adjust 


2 Ibid. 
3 Malcolm P. McNair and Eleanor G. May, “Department Store 


Expense Control,” Harvard Business Review, Vol. 31, Ne. 3 
May-June, 1953, pp. 120-122 
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ments, and Layaway. In each center will be included 
the appropriate items from the applicable natural divi- 
sion, predominantly payroll, supplies, and unclassi- 
fied. There will, of course, be no allocation of over- 
head to expense centers, since the objective is much 
more that of control rather than that of cost-finding. 
Many expense centers will be controlable in that they 
have an output of measurable work units, e.g., Sales 
Audit; others will be coatrolable primarily through 
management policy decisions as to the nature and ex- 
tent of activities deemed to be needed, e.g., Hospital 
and Medical Service; and still others will be essentially 
fixed over the normal budgeting period, and controla- 
ble only by executive decisions over fairly long pe- 
riods, e.g., Real Estate Costs. 

Obviously the major controlable expense in most 
expense centers will be payroll, and this is the place 
to concentrate attention in the first instance. To get the 
data on a workable basis, employment figures will be 
placed on a man-hour basis, and in getting accurate 
data at this point it will be necessary to transfer the 
time and payroll costs of a person who has spent any 
sizable portion of time working in an expense center 
other than the one to which he is normally assigned. 
Man-hours should be calculated for time worked. Time 
worked will include holidays, but will exclude time 
paid for vacations, sick leave, and the like. (Time paid, 
however, which was used for preparing Tables 11 
through 17, includes time worked plus time paid for 
vacations, sick leave, etc.) 

2. Production Measuring Units. Next a work or 
output measurement unit should be determined for each 
center where such determination is feasible. So far as 
possible this measuring unit should be something that 
can be stated in physical terms, e.g., gross sales trans- 
actions. The unit should be easily obtainable, prefer- 
ably a count that is already available or one that can 
readily be made as a by-product of the existing process. 
It needs to be defined carefully, but it should be simple 
to understand. The measuring unit should be the com- 
mon denominator of the center; in cther words, it 
should represent the principal workload of the center. 

For instance, the suggested measuring unit for Sales 
Audit might be gross sales transactions; for Accounts 
Payable, merchandise and expense invoices handled; 
for Credit, gross credit sales transactions; for Copy 
Production, column inches of newspaper and shopping 
news advertising; for Checking and Marking, the num- 
ber of pieces marked and re-marked; for Mail and 
Telephone Order, the number of mail and telephone 
orders written; for Merchandise Adjustment, the num- 
ber of merchandise complaints handled; and so on. 
For some centers, of course, such as General Account- 
ing and Statistical, General Management, and Real 
Estate Costs, there will be no good measuring unit be- 
cause of the nature of the center. 

After determining these measuring units it becomes 
necessary to inaugurate the collection of production 
information on these bases. 

3. Standard Output Rates. As the next step, stand- 
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ard output rates must be gradually established on the 
basis of the store’s historical experience as well as any 
comparable data available through interstore ex- 
changes. And here, of course, is where technological 
developments and work simplification procedures will 
be enlisted for the purpose of improving output. 

4. Realistic Budgeting. When standard output rates 
are established, department store operating executives 
are ready to do a real job of budgeting. In each ex. 
pense center or subcenter, the workload in physical 
terms can be estimated on the basis of past experience 
and projected plans. Thus, for instance, projected sales 
plans for the period between Thanksgiving and Christ 
mas should, on the basis of time and quantity relation- 
ships established from experience, be susceptible of 
translation into the physical workload expected during 
certain preceding weeks in the checking and marking 
operation. 

Once a probable workload has been estimated, then, 
using the established productivity rates, it becomes 
possible to budget the man-hours and hence the neces- 
sary personnel. 

Next, the dollars of payroll can be budgeted on the 
basis of the planned man-hours and the expected wage 
rates on the several jobs. To this payroll budget are 
then added similarly budgeted outlays for supplies, 
unclassified, and any other controlable dollar outlays 
applicable to the particular expense center, to form a 
dollar budget of controlable expenses in that expense 
center. Such a budget then becomes a guide agreed to 
by the supervisor of the center and his superiors. It is 
not just the dollar amount of such a budget that is a 
guide, but the whole framework of estimated workload, 
standard productivity rate, wage rate, and so on. 

As the period progresses, performance can be 
checked against these plans; and, most important, if 
there are changes in such factors as workloads or wage 
rates, it then becomes possible to make supplementary 


budgets on an accurate scale rather than a guesswork 
basis. 


Tentative Production Unit Expense Comparisons 


Through the revised expense manual of the Con- 
trollers’ Congress, in the preparation of which the 
Harvard Bureau of Business Research has been col- 
laborating, it is hoped to facilitate more useful expense 
comparisons along the lines described above. Pending 
the issuance and general adoption of this revised ex- 
pense manual, the Bureau again this year is presenting 
some tentative production unit expense comparisons, 
primarily for the purpose of developing wider interest 
and stimulating experimentation with this approach. 

The tables in this section are based on payroll and 
production figures submitted by 173 department stores 
and 20 specialty stores, all with sales over $1 million. 
Table 11 is a composite for the 173 department stores 
and hence affords the broadest sample; Tables 12, 13, 
14, 15, and 16 are for department stores in the five 
groups: $1 million to $5 million, $5 million to $10 
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million, $10 million to $20 million, $20 million to $50 
million, and $50 million and over; and Table 17 is for 
specialty stores. As might be expected the number of 
expense centers for which data are furnished is much 
lower for the small stores than for the large concerns. 
It is to be emphasized that these tentative data deal 
only with payroll and not with any of the other natural 
division expenses such as services purchased, which 
may be included in these centers; this fact of course 
vitiates the comparisons for certain centers, notably 
Package Delivery, and Furniture and Bulk Delivery. 
Each table shows the expense centers (or functions) 
and both the common and the middle range figures for 
payroll costs per unit produced, for the workload fac- 
tor (in units per $100 of sales), and the productivity 
ratio (units produced per man-hour). 

The captions of the expense centers are for the most 
part self-explanatory, but a word should be said about 
some of the totals: 


Total Sales Promotion comprises publicity manager and 
assistants, copywriters and proofreaders, artists, direct mail, 
radio and TV, and shows, exhibits, etc. 

Total Delivery comprises delivery superintendent and 
assistants, package delivery, furniture and bulk delivery, 
parcel post, freight, and express, trucking, and garage and 
repair shop. 

Total Merchandising comprises merchandise manager and 
assistants, buyers and assistants and merchandise clericals, 
comparison and style coordination, domestic and foreign 
buying offices, checking and marking merchandise, floor 
managers and assistants, salespeople, miscellaneous selling, 
mail and telephone shoppers, stock and clericals, examiners, 
cashiers, inspectors, and wrappers, packers, transfer and 
exchange department, and merchandise adjustment office. 

Total Personnel comprises personnel management, em- 
ployment, training, and welfare. 


The highly tentative and experimental character of 
the comparisons in these seven tables cannot be over- 
emphasized. No standardized list of expense centers 
and measuring units has yet been published, and no 
definitions of content are yet available. (Incidentally 
the lists of expense centers and measuring units in these 
tables are not to be regarded as final, since a number 
of changes have been made since the Bureau’s ques- 
tionnaire went to press.) Furthermore the reports sub- 
mitted by individual concerns were often fragmentary 
and incomplete, especially in the case of some of the 
smaller stores. It is probable also that at this stage 
there are more errors entering into the compilation of 
production data than is the case with strictly account- 
ing records. Although Table 11, based on reports from 
173 department stores, probably provides the most re- 
liable figures, it is noticeable that some of the inter- 
quartile ranges are quite wide, suggesting considerable 
diversity in the basic data. 

Subject to all the reservations indicated above, a few 
comments may be offered on the findings in the several 
tables in this section. 

In the case of the three expense centers, Sales Audit, 
Accounts Payable, and Payroll Office, payroll costs per 
unit produced ran quite uniform among department 
stores of different volume groups, although productiv- 
ity ratios tended to be higher among the large stores. 
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For the combined expense center, Accounts Receiv. 
able and Credit, payroll costs per unit were higher for 
the small and the very large stores than they were in 
the middle of the volume range. Information on pro- 
ductivity was inadequate, but the workload factor 
seemingly was higher in the middle of the volume scale 
than at the two ends. 

The total of the Sales Promotion expense centers, as 
well as the individual work center, Copywriters and 
Proofreaders, and Artists, exhibited much higher costs 
per unit for large stores and correspondingly lower 
productivity, as well as a lower workload factor, in 
those stores. 

For the Protection expense center, unit payroll cost 
was higher in large stores and productivity was lower; 
there was little variation in the workload factor. 

In the case of the Receiving center, the payroll 
cost’ per unit was lower in the larger concerns. The 
productivity ratio was better in both the small and the 
very large companies, very much so in the case of these 
latter companies. Variations in the workload factor 
were slight throughout the volume range. 

The Porters expense center incurred higher payroll 
cost per unit in large stores with correspondingly 
lower productivity and also a lower workload factor 
in those stores. 

For the Maintenance Mechanics center the payroll 
cost per unit was much higher in large stores, with 
lower productivity in those stores, but no great varia- 
tion in the workload factor among stores of different 
volumes. 

Light, Heat, and Power was another expense center 
showing higher payroll cost per unit for larger stores, 
also lower productivity, with little variation in the 
workload factor. 

Figures for the Delivery centers, as previously 
indicated, were of little value because only payroll was 
included whereas services purchased are an important 
element in delivery costs for many stores. 

In the case of the Checking and Marking center un- 
fortunately not enough usable data were received. 

For Floor Managers and Assistants payroll cost per 
unit was higher and productivity was lower in the 
larger enterprises, but the workload factor was some- 
what lower in these stores. 

The expense center, Salespeople, did not exhibit any 
wide variation in costs per unit, though there was a 
tendency for the figures to be higher at both ends of 
the volume scale. Productivity was somewhat lower in 
the small stores, but there was relatively little varia- 
tion in the workload factor. 

For the Mail and Telephone Shoppers expense cen- 
ter the payroll cost per unit was lower in the large 
stores and productivity was higher; the workload factor 
also was greater in those stores. 

The Merchandise Adjustment Office exhibited higher 
unit costs and lower productivity in large stores, with 
no variation evident in the workload factor for differ- 
ent volume groups. 

The Total Merchandising centers also displayed 
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higher payroll costs per unit produced in the large In the case of Total Personnel the payroll cost per 
concerns, and somewhat better productivity in the unit was higher for the large companies, and the work 
middle volume groups. The workload factor was low- load factor for these companies also tended to be « 
est in the top volume group. little greater. Data on productivity were inadequate 
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SECTION IV 


SPECIAL ANALYSES 


In this section of the bulletin are presented several 
special analyses and breakdowns intended to throw 
light from various angles on the 1953 performance of 
department stores and specialty stores. Four of these 
tabulations are continuations of analyses made in pre- 
vious years; they include effects of branch store oper- 
ations (Tables 18 and 19), Lifo results (Tables 20 
and 21), comparisons by Federal Reserve districts 
(Table 22), and spring and fall season comparisons 
(Table 23). In addition a new tabulation is offered 
this year showing typical size of transaction for the 
several types of sale (Table 24). The tabulation of 
trends in sales and transactions per square foot of 
space, which has appeared in a number of previous 
reports, was omitted this year because of difficulty in 
maintaining comparability. 


Effects of Branch Store Operation 


The full story on the effects of branch store opera- 
tion is not yet available. It can be shown only by a 
complete study of branch store operating data based 
on a standard manual of branch store accounting. In 
the meantime the fragmentary picture of branch store 
business which it is possible to assemble as a by- 
product of this general department store expense study 
is not wholly clear cut. 

Nevertheless the findings for 1953 (Tables 18 and 
19) are consistent with those for 1952 and 1951 in 
practically all respects except the important matter of 
profits: the number of branches rose; sales in the 
branches showed a higher rate of increase than in the 
main stores, though partly at the expense of main store 
volume; gross margins were more favorable for the 
companies operating branches, notwithstanding higher 
shortages; the expense rates of the branch-operating 
companies were higher; and their profits before taxes 
showed no advantage or disadvantage. 

The figures in Table 18 are developed from the re- 
ports of 92 department stores, all with sales over $10 
million, and 35 specialty stores each with sales over 
$1 million. Of the 92 department stores, 52 had no 
branches in 1953, 14 with less than 15% branch store 
sales operated 22 branches, and 26 with 15% or more 
branch sales in 1953 had a total of 71 branches. The 
13 specialty stores with 36 branches in 1953 made 
22% of their sales in those branches, in comparison 
with 25.5% for the department stores with substantial 
branch sales and 7% for the department stores having 
less than 15% of their sales in branches. 


Sales increases for 1953 over 1952 in the branches 
themselves (branches operated two full years) were 
marked for all three groups, but largest for the depart- 
ment stores with less than 15% branch business. On 
the other hand, main store sales in each of these groups 
having branches typically ranged from about 0.5% to 
3% below the performance of the department and spe- 
cialty stores having no branches. Total sales of both 
branch and parent stores, probably the most significant 
comparative figure, exhibited 1953 increases of only 
about 0.5% to not quite 2% greater than those of the 
nonbranch stores. Obviously branch store sales do cut 
in to some extent on the volume of the parent stores. 

In looking at the margin, expense, and profit figures 
in Table 18, it should be borne in mind that these are 
combined figures, in which the store and its branch 
(or branches) are treated as a single unit. 

On gross margin a definite advantage apparently 
accrued to the branch-operating stores in all three 
groups; and this advantage presumably stemmed from 
higher markon, since the branch-operating companies 
had no lower markdowns and actually sustained larger 
stock shortages. There is no necessary reason why 
higher gross margins should be associated with branch 
operation, but the fact remains that this tendency has 
shown up in the data for each of the last four years. 
Specialty stores with branches apparently achieved a 
better stock-turn rate than single main stores, but the 
reverse was true of department stores doing more than 
15% of their business in branches. 

The expense picture was clear cut, and definitely ad- 
verse to the branch operators. For each of the depart- 
ment store groups with subsidiary stores total expense 
typically was higher by at least 1% of sales than for 
the nonbranch companies; and on the specialty store 
comparison the differential was much greater in favor 
of the single-store enterprises. Although in the latter 
instance the sample was small, nevertheless this finding 
has been consistent for the past three years. The ex- 
pense difference in favor of the nonbranch stores was 
particularly marked in the case of real estate costs, 
probably reflecting both the high costs of current new 
construction and also the low book value of many old 
established store properties. 

These higher expense ratios of the branch-operating 
companies were enough in 1953 to tip the scale toward 
very slightly lower percentage earnings for these con- 
cerns, notwithstanding their higher gross margins. 
Little significance, however, can be attached to differ- 
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Table 16 


EFFECT OF BRANCH STORE OPERATIONS: 1953 
Common Figures 


DEPARTMENT STORES 
Total Net Sales per Report 
af $10,000,000 and Up 


NUMBER OF BRANCH STORES 
1952 

1953 

COMBINED BRANCH SALES, 
%'s of Total (a) 

1952 

1953 

SALES INDEXES, 1953/1952 (a) 


Main and Branch Stores Combined 
Main Store Only 

Branches Operated Two Full Years 
All Branch Stores 


%'S OF NET SALES in Owned 
Departments 


Gross Margin 

Payroll 

Real Estate Costs 

Advertising 

All Other Expense 

Total Expense 

Net Gain before Federal Taxes (b) 
Markdowns 

Stock Shortages 


NUMBER OF STOCK TURNS Based 
on Average Monthly Inventories 


(a) Based on data for owned and leased departments. 
(>) Federal taxes on income and excess profits. 


DEPARTMENT AND SPECIALTY STORES 
Large Firms 


SPECIALTY STORES 


Total Net Sales per Report 
a@f $1, 000, 000 and Up 


i 


0 


Pte dee om] 


NOTE: Reports covering other types of multiple unit operation were omitted from the tabulation 


ences of %o of 1%; and it is to be remembered that 
in the preceding three "years much of the evidence has 
pointed the other way. In the case of the specialty 
stores with branches the evidence of a poorer profit 
showing has been consistent for all three years. 

If, however, the branch store comparison is con- 
fined to those large stores in the metropolitan cities, a 
somewhat different appraisal is suggested. Such a tabu- 
lation appears in Table 19 for 19 firms without 
branches and 24 concerns with branches, all the com- 
panies being over $10 million in volume and the parent 
stores in all instances being situated in cities with 
population above 500,000, the areas where the subur- 
ban branch store development has been most in evi- 
dence. As this table shows, the branch-operating com- 


panies increased their sales by 3.5% more than the 
single store operators, suffered no more serious set- 
back in the sales of the parent stores than did the non- 
branch enterprises, enjoyed substantially better gross 
margins, and, notwithstanding a typical expense rate 
higher by 4» of 1%, came out with appreciably better 
earnings before taxes than did the firms with no 
branches. 

Obviously the branch store picture as assembled 
from these fragmentary bits of evidence has many gaps 
and obscurities in it, but perhaps the tentative conclu- 
sion is indicated that department store branches need 
to be looked at primarily as a necessary adjustment to 
changing modes of American living rather than as an 
infallible profit bonanza. 
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Table 19 


EFFECT OF BRANCH STORE OPERATIONS: 1953 


Department Stores with Sales of $10 Million and Up, 
in Cities of 500,000 or More Population 


(Common Figures) 


NUMBER OF BRANCH STORES 


1952 
1953 


COMBINED BRANCH SALES, 
$s of Total (a) 


1952 
1953 


SALES INDEXES, 1953/1952 (a) 
Main and Branch Stores Combined 
Main Stores Only 

Branches Operated Two Full Years 
All Branch Stores 


xs OF NET SALES 
in Owned Departments 
Gross Margin 


Payroll 

Real Estate Costs 
Advertising 

All Other Expense 


Total Expense 

Net Gain before Federal Taxes (b) 
Markdowns 

Stock Shortages 


NUMBER OF STOCK TURNS Based 
on Average Monthly Inventories 


eooft @ 


o 
wu 4 @ 


st a) Based on data for owned and leased departments. 
b) Federal taxes on income and excess profits, 
NOTE: Reports covering other types of multiple unit 
operations were omitted from the tabulation. 


Lifo Results 


As in several preceding years a comparison is offered 
showing the difference between Lifo and Fifo results. 
Since a large majority of the department stores and 
specialty stores taking part in this study are using the 
Fifo basis of inventory valuation (i.e., lower-of-cost-or- 
market as determined by the retail inventory method), 
it is essential, in order to maintain comparability, that 
all reports be obtained in the first instance on the Fifo 
basis. Therefore all the margin and profit figures pre- 
sented in this report elsewhere than in this subsection 
are calculated on the familiar first-in-first-out, lower- 
of-cost-or-market basis of inventory valuation. For 
readers who may not be wholly familiar with the differ- 
ence between the Fifo and Lifo principles of inventory 
valuation, a brief explanation may be repeated from 
earlier reports." 


1For a full discussion, however, see The Retail Inventory 
Method and Lifo, by Malcolm P. McNair and Anita C. Hersum 
(New York, McGraw-Hill Book Co., Inc., 1952). 


STANDARDS 


ACT OF 1938 


The Fifo principle parallels normal merchandising 
practice in assuming that the cost of goods sold in any 
period represents approximately the historical cost of 
those goods, but it thereby subjects earnings to the 
cyclical influence of rising and falling price levels. 
That is to say, “inventory profits” appear at times of 
rising prices, when goods sold at the going rate are in 
part those previously acquired at a lower cost level 
while inventories consist of the new, higher-price 
goods; and conversely “inventory losses” are sustained 
in periods of falling prices, when goods sold at the 
going rate are in part those previously acquired at a 
higher cost level while inventories consist of the new, 
lower-price goods. 

In contrast to the Fifo method the Lifo principle 
calls for rearrangement of the schedule of inventory 
costs in such a way that the effect of market price 
advances is kept out of the inventory so long as the 
physical stock does not increase; and the costs of goods 
sold in any period are recorded not as the actual his- 
torical costs but as the currently experienced costs, 
that is, the costs of those most recent purchases which 
in physical quantity match the volume of sales. In 
department stores Lifo is operated departmentally; and 
changes in the physical quantities of goods in stock in 
particular departments, in conjunction with changes in 
the particular price indexes applying to those depart- 
ments, exercise a controling effect on the total Lifo 
inventory valuation of a store. 

Of the cooperating companies for 1953, a small but 
important minority were employing the Lifo basis, and 
from 37 of these concerns, including both department 
stores and specialty stores, the Bureau obtained dual 
reports. These 37 firms divided into two groups, 26 
which were operating on Lifo with a January, 1941, 
base and 11 which embraced Lifo with a January, 
1950, base. Table 20 presents comparative Lifo and 
Fifo results for both these groups. The figures given 
include both dollar aggregates and percentages of sales 
derived from the aggregate dollar amounts. 

In general the differences between Lifo and Fifo 
earnings in 1953 were so small as to be negligible. 
On the January, 1941, base the price index moved up 
only from 188.6 to 189.2. At the end of the year the 
inventories in Fifo dollars were $4 million lower than 
at the beginning, and since the price index rose slightly 
it is clear that the inventories must have declined in 
physical volume. The physical decline was reflected in 
a reduction in Lifo inventories also; i.e., there was 
some drawing on previously added layers to cover 
sales. The Lifo inventories at the end of the year were 
$2.7 million below the beginning of the year, and the 
divergence or cumulative adjustment between the Fifo 
and Lifo inventories dropped from $35.4 million at the 
beginning of the year to $34.1 million at the end, which 
represented 23.8% of Fifo valuation. The difference 
between these two figures, $1.3 million, was of course 
the amount by which earnings on the Lifo basis for 
1953 were above earnings on the Fifo basis. As a result 
federal taxes on income and excess profits for these 
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EFFECT OF LIFO METHOD: 1953 


DEPARTMENT STORE INVENTORY 
PRICE INDEX, End of Year (a) 


AGGREGATE AMOUNTS, in Millions 
of Dollars (except where noted) 


Net Sales 


Inventories, End of Year: 
Fifo Basis 
Lifo Basis 
Lifo Cumulative Adjustment 
Amount 
% of Fifo 


Net Gain before Federal Taxes (b): 
Fifo Basis 
Lifo Adjustment (c) 


Lifo Basis 


Federal Taxes (b): 
Fifo Basis 
Lifo Basis 


Net Gain after Federal Taxes (b): 
Fifo Basis 
Lifo Basis 


%'S OF NET SALES 


Net Gain before Federal Taxes (b): 
Fifo Basis 
Lifo Adjustment (c) 


Lifo Basis 


Net Gain after Federal Taxes (b): 
Fifo Basis 
Lifo Basis 


(a) The indexes for the firms 
(January, 1941 = 100) to al = 100 base. 

fe} Federal taxes on income and excess profits. 

c 


LABOR STANDARDS ACT OF 


2% Firms Using 
January, 1941, Base 


Beginning End Beginning Eng 
of Year a Year a Year a Year 


188.6 


1938 


2023 


DEPARTMENT AND SPECIALTY STORES 


ll Firms Using 
January 1960, Base 


108.7 


the January, 1950, base were secured by converting the USBLS index 


The figures for taxes and net gain after taxes are partly estimated. 


Difference between successive Lifo Cumulative Adjustment figures. 


NOTE: 


stores were $700,000 higher than they would have been 
on Fifo, and final earnings were $600,000 higher; in 
relation to sales this difference was of course minute, 
a final net earnings ratio of 2.8% on Lifo as against 
2.75% on Fifo. 

The fundamental situation was the same for the 11 
companies on the January, 1950, base, except that be- 
cause they had adopted Lifo at so recent a point the 
price index for them at the end of 1953 stood at only 
109.0, and their remaining cumulative Lifo adjustment 
was only 2.9% of the Fifo value. If the general retail 
price level should now decline for a period of several 
years, these concerns might be temporarily at some dis- 
advantage with respect to tax payments, unless Con- 
gress enacts legislation (Byrnes Bill, H.R. 5295, or 


The firms included in this table are not the same as those included in Table 19A in Bulletin No. 139 


Camp Bill, H.R. 5296) permitting for tax purposes a 
lower-of-Lifo-cost-or-market basis of inventory valua- 
tion. 

In Table 21 a longer Lifo history, covering seven 
years, is shown for 14 identical companies, all on the 
January, 1941, base. In 1953 these firms experienced 
substantially the same Lifo effects as the two groups in 
Table 20, except.that because of the very narrow 
changes in 1953 there was no discernible difference 
between percentages for Lifo and Fifo profits after 
taxes. The general expectation as to Lifo effects is that 
when the price index is rising earnings under Lifo will 
be lower than under Fifo and that when the price index 
is falling earnings under Lifo will be higher than under 
Fifo. This expectation is borne out in Table 2] by the 
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EFFECT OF LIFO METHOD 
Trends; 1947 - 1953 


ne — es 
‘oo ear 
pwn = 100) 


AGGREGATE AMOUNTS, in Millions 
of Dollars (except where noted) 
Net Sales 
Inventories, End of Year: 

Fifo Basis 

Lifo Basis 
Lifo Cumulative Adjustment: 
Amount 
% of Fifo 


Net Gain before Federal Taxes (a): 
Fifo Basis 
Lifo Adjustment (b) 


Lifo Basis 
Federal Taxes (a): 
Fifo Basis 
Lifo Basis 
Net Gain after Federal Taxes (a): 
Fifo Basis 
Lifo Basis 
%'S OF NET SALES 


Net Gain before Federal Taxes (a): 
Fifo Basis 

Lifo Adjustment (b) 

Lifo Basis 


Federal Taxes (a): 
Fifo Basis 
Lifo Basis 


Net Gain after Federal Taxes (a): 
Basis 


Federal taxes on income and excess 
Difference successiv 


experience for the years 1948, 1949, 1950, 1951, and 
1952: only the years 1949 and 1952 were characterized 
by a drop in the total store price index, and only in 
those years did Lifo earnings run higher than the Fifo 
earnings. How, then, shall we explain the apparent 
anomaly of the year 1953, when the total store price 
index rose slightly, and yet Lifo earnings before taxes 
were very slightly better than the Fifo figures? 

The answer is as follows: the very slight advance in 
price index (+0.3%), which in the absence of any 
change in physical quantity of inventory would typi- 
cally make Fifo profits slightly higher than Lifo profits, 
was in this year outweighed by the considerable drop 
in physical quantities (probably as much as 4%, as 
indicated by the decrease in Fifo inventories), which 
had the effect under Lifo of drawing into the 1953 cost 
of sales some inventory layers acquired at some of the 
slightly lower costs prevailing in 1952; thus as against 
the same retail sales, Lifo costs were just a shade 
lower than Fifo costs. Obviously the result in the indi- 
vidual store would be governed by the behavior of 
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DEPARTMENT AND SPECIALTY STORES 
14 Firms Using January, 1941, Base 


figures for taxes and net gain after taxes are partly estimated. 


profits. The 
e Lifo Cumulative Adjustment figures. 


inventories, markon, and markdowns in particular de- 
partments, as well as by the behavior of the price 
indexes for particular groups, since Lifo calculations 
are made on a departmental basis. Because of varia- 
tions in individual departments it would be entirely 
reasonable in a year of relatively small change in the 
over-all store price index for one store to come out 
with higher Lifo profits while at the same time another 
store would come out with lower Lifo profits. 


Federal Reserve District Comparison 


Table 22 offers a breakdown of important operating 
ratios according to Federal Reserve districts. Because 
of the small number of firms reporting from some of 
the districts it was necessary to make some combina- 
tions, St. Louis and Dallas being thrown together in 
one group and Minneapolis and Kansas City in an- 
other. Even with these combinations this geographical 
breakdown cannot be regarded as particularly signifi- 
cant; the number of reporting concerns in some of the 
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Table’ 22 


DATA CLASSIFIED BY FEDERAL RESERVE DISTRICTS 
Common Figures 


7 . 
Lous 
Phila- | Cleve- Chi- and 
Boston — land cago Dallas 
I Iv vi VilLG XI) IX4 xX 


BASIC DATA 
Number of Reports 
Number of Stores 
Total Net Sales Report, 
im Thousands Dollars 
INDEX OF CHANGE, 1953/1952 
Sales: 

All Departments 

Owned Departments 


EXPENSE, AND PROFIT, 
Hs of Sales in Owned Depts. 


Net Gain before Federal Income 
and Excess Profits Taxes 


NATURAL DIVISIONS OF EXPENSE, 
%'s of Net Sales in Owned Depts. 
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districts was not large, e.g., 16 in Atlanta; and in each 
district group there are combined stores of widely di- 
verse sizes, as well as stores situated in both smal! and 
large cities. It is therefore not surprising that the 
figures for sales changes between 1952 and 1953 ap- 
pearing in Table 22 failed in several instances, notably 
New York, Philadelphia, Richmond, and the combina- 


1953 


DEPARTMENT STORES 
Sales $1 Millice and Up 


Federal Reserve Districts 
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tion of St. Louis and Dallas, to agree closely with the 
published Federal Reserve data for sales increases in 
1953 in those districts. As a further instance of the 
dificulties encountered in this comparison, the Phila 
delphia district for the past four years has exhibited 
remarkably low total expense ratios, as witness the 
30.5% figure for 1953. But examination of individual 
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Table 23 


SEASONAL DATA: 1953 
Common meee (a) 


DEPARTMENT AND SPECIALTY STORES 
Sales $1 Million and Up 


Total Net Sales per Report (in millions) for 


DEPARTMENT STORES 


SPECIALTY 
STORES 


$50 
or More 


Number of Reports 


SALES DATA 
Saies Index, 1953/1952 


Seasonal Net Sales 
% Total 


MERCHANDISING DATA 
Cumulative Markon % 


Markdowns 
Gross Margin 


Total Expense 
before Interest 


oe Now ew be be 


Net Gain before Taxes 


Number of Stock Turns 
per Season 
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(a) Percentages of seasonal net sales except where noted; based on data reported for owned retail departments. 


reports from this district shows that in each year the 
common figures were substantially influenced by the 
results of firms in the $2 million to $5 million and $5 
million to $10 million groups situated for the most 
part in some of the smaller cities of the district. These 
frequently happened to be the dominant stores in their 
localities, and the relatively low margins, the unusually 
low expense, and the high earnings of these stores out- 
weighed, on a common-figure basis, the data from the 
small number of reports by large stores in the metro- 
politan area. 

As indicated in Table 22 the best earnings before 
taxes in 1953 typically appeared (with the exception 
of Philadelphia) in the Atlanta and San Francisco dis- 
tricts, 5.9% of sales. The Atlanta group’s performance 
was largely attributable to the low expense rate, the 
lowest of any district except the probably nonrepre- 
sentative figure for Philadelphia. In the case of San 
Francisco, the gross margin was the highest of any Fed- 
eral Reserve district, the total expense rate was toward 
the low side, and sales per employee were the highest 
shown in this breakdown and sales per square foot the 
second highest. Incidentally a true geographic factor 
probably was at work in the low velocity of turnover 
for the San Francisco district, and this juxtaposition of 


low stock turn and good profits should give pause to 
any supporters of rigid mathematical theories of the 
relation between stock turn and profit. 

The poorest profit showing was that for the com- 
bined Minneapolis and Kansas City group, 3.3% of 
sales for earnings before taxes. The typical expense 
rate for these stores was the third highest in this break- 
down, and their gross margin one of the two lowest, 
again excepting Philadelphia. 

Sticking out like sore thumbs in the expense break- 
down according to Federal Reserve districts were: New 
York’s 19.0% for payroll, against lows of 17.3% and 
17.4% in Philadelphia and Atlanta; Boston’s 3.4% 
and Atlanta’s 3.3% for real estate costs, against Phila- 
delphia’s 2.3% and Cleveland’s 2.6%; and the St. 
Louis-Dallas 3.35% for advertising against Boston's 
2.65%. 

Again, as in earlier reports, the conclusion must be 
that relatively few genuine geographical differences of 
a long-run character appear from these breakdowns, 
the exceptions perhaps being New York’s high wages 
and San Francisco’s slow stock turn. Also in a year of 
relatively minor sales fluctuations, such as 1953, no 
short-run alterations of general business conditions 
seem to have exercised much influence. Still over- 
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shadowing the factor of regional location, at least 
during such a period as the past four years, seem to be 
the factors of size of city and sales volume per store. 


Spring and Fall Seasons 


Table 23 testifies to the characteristically greater 
profit-making ability of stores and spe- 
cialty stores during the fall season. Here for the six 
volume groups of department stores with sales over 
$1 million and for a similar group of specialty stores, 
a few significant operating ratios are given for the two 
seasons separately, typically February through July 
and August through January. Being based on smaller 
numbers of companies than are the full-year data in 
preceding breakdowns and based on owned retail de- 
partments instead of all owned departments, these 
figures cannot be closely tied in to the earlier ones. 

Rates of sales increase clearly were not so good dur- 
ing the fall months as in the spring; nevertheless the 
stores transacted about 56% of the year’s business in 
the fall season and uniformly achieved a better rate of 
stock turnover during that period. 

Cumulative markon rates mostly were just a shade 
better in the fall, and with markdown percentages run- 
ning uniformly lower, all the groups definitely exhib- 
ited higher gross margin percentages in the fall than 
in the spring. Actually in most instances dollar mark- 
downs were higher in the fall months than in the spring 
season, but the percentages were lower, since they were 
measured against substantially larger dollar sales. 
fested itself in the total expense ratios, which during 
the autumn were typically lower by about 3% of sales. 
The explanation of this difference presumably lies in 
the lower percentages in the fall season for many 
occupancy and administrative costs that remain rela- 
tively fixed in relation to sales volume. 

With the favorable influence of both higher gross 
margins and lower expense percentages, earnings in 
dollars before taxes ran from three to nearly five times 
as great in the fall as in the spring in the case of 
department stores, and over eight times as high in the 
case of specialty stores. 


Transactions According to Terms of Sale 


A tabulation, new this year, is presented in Table 24, 
showing, for a group of 30 department store compa- 
nies, all with sales over $10 million, a breakdown of 
the size and number of transactions according to type 
of payment arrangement. This table sets forth both 
common figures and middle-range figures; and for 
most of the latter the range is sufficiently narrow to 
indicate no very wide diversity of experience in this 
group of 30 firms. 

For these stores 68% of the gross sales transactions 
were cash, C.0.D., and layaway, the great bulk of 
course being cash transactions. At average amounts of 


$2.20, $7.70, and $15.00 for cash, C.0.D., and layaway 


~ 


Table 


TRANSACTIONS BY TERMS OF SALE: 1953 


Department Sores with Total Net Sales 
per Report of $10 Millics and Up 


AVERAGE GROSS SALE ($) 
Cash 

c.o.D. 

Layaway 

Cash, C.O.D., and Layaway 


Regular 


Regular 

Revolving Credit and/or 

Coupon Accounts 

Charge, instalment, Revolv- 

ing Credit and/or Coupon 

Accounts 7.73 
Total 


@S OF TOTAL SALES 
TRANSACTIONS 


Cash 
c.0.D. 
Layaway 
Charge, | 


61. 02-73. 28 


Revolv- 


, instalment, 
ing Credit, and/or Coupon 
Accounts 


25. 16-39. 30 
Total . o 


NOTE: The averages were based on data for those firms 
which submitted usable figures for the reapective categories. 


sales, respectively, the aggregate of the three types rep- 
resented an average of $2.40. The other 32% of the 
saleschecks represented various types of charges, regu- 
lar charge transactions with an average check of $5.60, 
regular instalment sales at an average of $108.00, and 
revolving credit and/or coupon sales at an average of 
$6.80, the average of the aggregate being $7.10. Since 
the 32% of charge transactions were at this average 
amount of $7.10, they represented approximately 
58% of the total dollar volume, as against the 42% 
represented by the 68% of cash, C.0.D., and layaway 
transactions at an average amount of $2.40. 

The relatively small average amount of the revolv- 
ing credit and/or coupon account transactions as com- 
pared with the average regular instalmert sale is one 
of the interesting findings in this tabulation. These 
types of intermediate credit recently have demonstrated 
a considerable capacity for growth, and since the paper 
work and checkups involved are clearly greater than 
in the case of regular 30-day accounts and possibly just 
as great as in the case of instalment accounts, the neces- 
sity for careful adjustment of carrying charges is evi- 
dent. A further, perhaps pertinent, comment is that the 
relatively low amount of the average C.0.D. sale, $7.70, 
helps to strengthen the argument for a service charge, 
at least below certain limits, on this type of transaction. 
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CHANGES IN SAMPLE: 1952 and 1953 DEPARTMENT AND SPECIALTY STORES 
Distribution of Reports by Volume All Volume Groups 


Number of Firms Reporting for Both Years 


Gattis by Tees Os Shee) Report in 1963 
(in thous: 


5,000- 10,000 
10, 000- 20, 000 
20, 000- 50,000 


Total Number of Firms in Both 1952 and 1953 Studies 
Percentage of Firms Reporting for Both Years to Total for 1953 


SPECIALTY STORES 


Number of Firms Reporting for Both Years 


Classified by 


(in thousands): 


Less than $250 
$250- 500 
500- 1,000 
1,000- 5,000 
5,000 or More 


Total Number of Firms in Both 1952 and 1953 Studies 
Percentage of Firms Reporting for Both Years to Total for 1953 


*Eight department store firma whose reports for 1952 were received too late for inclusion in Bulletin No. 139, were 
added to their Feapective groups and included in Table 1, Bulletin No. 141. 
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APPENDIX 


Materials 

The information and conclusions contained in this 
bulletin are based on profit and loss statements, balance 
sheets, and other materials received on 463 separate 
schedules covering the operations of 664 stores in 1953. 
Of these 463 schedules, 7 arrived too late to be used 
and 6 were not complete or were in such form that they 
could not readily be made comparable with the data 
for the other stores. As a result, the common figures 
published in this bulletin are based on 450 statements. 
veloped by the Bureau out of its experience in conduct- 
ing 33 preceding studies for this trade and from contact 
with store executives. 


Period Covered 

Approximately three-fourths of the 450 firms oper- 
ating department and specialty stores included in the 
Harvard survey for 1953 closed their books at the end 
of January, 1954. Consequently, the results summa- 
rized in this bulletin cover the twelve months ended 
January 31, eee tow groups of small 
firms. Details are presented below 


Ronbeo Fir Re 

Total Net Sales per Report for Year 
(in thousands} Dec. 31,1953 Jan. 31,1954 

B 

nv 

13 


16 
15 


9 
5 
7 
2 
1 
1 
78 
Bb 
4 
1 
30 


Total 55 
* One additional firm in this group fell in neither of 
the categories specified. 
Size of Sample 
ment sales) of the 450 firms for which data were actu- 
ally used in setting common figures was $4,487,577,000. 
Ten Canadian store firms realized total sales 
of $72,161,000, leaving an aggregate business of 
$4,415,416,000 done by 440 concerns operating 639 
stores in the United States. It is estimated that the latter 
amount is about 46% of the total sales of independent 
department and specialty stores in the United States for 
the comparable period. According to figures compiled 


by the United States Bureau of the Census and published 
in the Survey of Current Business, nationwide sales of 
stores comparable to those reporting to the Bureau were 
$9,548,000,000' for the twelve months, February, 1953, 
through January, 1954. The Bureau eggregate for stores 
operated in the United States is 46.2% of this total. 


Classification of Reports 

By Type of Firm 

In classifying the reports, the first step was to sepe- 
rate those for department stores from those for specialty 
stores. The Bureau defined a department store as one 
handling a number of lines of merchandise, including 
piece goods and, usually, home furnishings. Specialty 
stores were defined as stores specializing in women's 
wearing apparel, often carrying such accessories as cos- 
tume jewelry, bags, and toilet goods but generally not 
carrying either piece goods or home furnishings. For 
merchandise lines were used for classification. 
By Sales Volume 

After the division of the reports into two major 
groups by type of firm, the next step was to classify the 
reports in each group by net sales volume per report. 
The sales figure used as the basis of classification in- 
cluded sales of branch stores covered by the individual 
report as well as sales of leased departments. (Prior to 


divided into nine groups and those for specialty stores 
ene 
From 1952 to 1953 the composition of the several 


a eat Cones Raton ale of Gasman. come coment 
On Ss cumere See Se 


ss, April 1954, pp. 5-8 and S-9 
Total Sales 
Feb. 1953-Jen., 
(on millions) 
$4074 


_to3a1 
—— $14,395 


Department stores excluding mail-order 
hous=-s 


Less: 
Chain stores: 
Women's apparel and accessories chains 


$ 814 
Department store chains 4.033 


————e Off 
99.548 





2030 


the percentage of identical firms is high. The percent- 
ages of identical firms in each volume group, as derived 
from Table 25, were as follows: 


Firms Reporting for 

Total Net Sales per Total Number Both 1952 and 1953 

Report in 1953 of Firms, % of Total, 
(in thousands) 1953 Number 1953 


Department Stores: 
on than $250 
$250-$500 70.6 


$500—-$1,000 732 
$1,000-$2.000 44 75.0 
$2,000—$5 000 


82.7 
$5,000-$10,000 ! 
$10,000-$20,000 

$20,000-$50,000 
$50,000 or More 


Specialty Stores: 
Less than $1,000 
$1,000-$5,000 
$5,000 or More 


82.4% 


Zee 


41 
14 
4 


S88 B888aE 


Statistical Measures 


Common Figures 


In this bulletin common figures and middle range 
figures for various items are given for each of the sev- 
eral volume groups of department stores and specialty 
stores. 

To determine these measures, the figures for each 
account were arranged in order of magnitude, and 
averages were computed as follows: (1) the median, 
the middle item in the series (or the average of the 
middle two if the number in the group was even) ; 
(2) the interquartile average, the arithmetic average of 
the middle half of the figures; and (3) the arithmetic 
average (or mean) of the entire series, the sum of all 
the items divided by the number in the array. 

The “middle range” figures represent the upper and 
lower limits of the figures in the middle half of each 
array. 

A “common figure,” by Bureau definition, is a repre- 
sentative result selected for each individual item partly 
by means of the computed averages described above and 
partly by judgment. It is intended to reflect a typical 
performance and simultaneously, if possible, to bear 
the same arithmetical relationships to other common 
figures for a group of firms that existed in the original 
data. Ideally, it is the figure around which the percent- 
ages from all the individual reports in a group tend to 
concentrate and usually is determined by either the 
interquartile average or the median. However, for cer- 
tain accounts which reflect widely divergent experience 
among reporting firms, as, for example, service pur- 
chased, repairs, and unclassified, there sometimes is no 
figure around which the percentages in an array tend 
to concentrate, especially if the number of firms in the 
group is small. In such cases, the arithmetic average 
may influence the selection of the common figure. 


Weighted Averages 
In preparing the department store figures for Table 
2, the Bureau averaged the common figures established 
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by the method described above for each of the various 
volume groups by weighting them according to the 
aggregate net sales of the stores reporting for the respec- 
tive groups. This procedure produced results approach- 
ing those which would have been secured if it had been 
practicable to arrive at the aggregate dollar sales and 
the aggregate dollar figure for each other aspect of 
performance for all stores reporting and then to com- 
pute the various ratios and percentages from these 
aggregates. Thus, the department store figures in Table 
2, instead of representing the experience of the typical 
or average store, represent the experience of the depart- 
ment store trade as a whole.? In spite of the changes 
in groups initiated for 1947, the weighted averages 
for department store margins, expenses, and profits for 
1947-1953 are essentially comparable with results for 
1946 and previous years. Inasmuch as many firms do 
not report information on the number of transactions 
and other sales and operating data, the weighted aver- 
ages presented for these items are somewhat less repre- 
sentative than the figures for margins, expenses, and 
profits shown in Table 2. The general trends indicated 
in Table 2 are believed, however, to be reliable. 


Aggregates 

Comparative over-all results for 1952 and 1953 for 
margins, expenses, and profits were compiled from 
aggregate dollar amounts for 324 department store 
firms and 70 specialty store firms which contributed 
reports to the Bureau for both years. These data are 
presented in Table 1. 


Averages in Costs per Transaction 

In arriving at results based on the number of trans- 
actions, the Bureau used only the reports for firms with 
sales over $1,000,000 which gave the number of gross 
sales transactions, that is, the number of saleschecks 
which produced gross sales without additions or deduc- 
tions for returns. 

To obtain the “average gross sale” for an individual 
firm, gross sales were divided by the number of gross 
sales transactions (for owned selling departments). In 
order to carry out the computations described below, 
net sales also were divided by the number of gross sales 
transactions to yield “net sales income per gross sales 
transaction,” and two additional computations were 
made for each individual firm: payroll cost per trans- 
action and total expense per transaction. Common fig- 


2 In contrast, the over-all figures somalia’ by the Controllers’ 


Congress of the National Retail Dry Association were 
designed to represent the performance of the typical reporting 
department store with sales over $1,000,000. Thus, in the prepa- 
ration of the general averages for department stores presented 
in 1954 Departmental Merchandising and Operating Results 
of Department Stores and Specialty Stores, equal weight was 
assigned to figures for all firms with sales over $1,000,000 
regardless of size. 

is fundamental difference in method serves to explain 
virtually all the appeome inconsistencies between the Bureau's 
figures in Table 2 and the general averages compiled by the 
Controllers’ Congress. It should be borne in mind also that not 
all the firms represented in the NRDGA survey were necessarily 
included among the 450 in the Bureau sample. 
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ures were established for these four items whenever the 
number of figures available seemed adequate. The typi- 
cal figures for expenses and profits per transaction for 
1953 as shown in Table 6 were derived by multiplying 
the common figures for all reporting firms in each of 
the top six volume groups by the common figure for 
net sales income per gross sales transaction. 

For trend comparisons similarly prepared expenses 
and profits per transaction for the volume groups were 
weighted together on the basis of the number of firms 
reporting in each group. For 1939, data for firms with 
sales of $2,000,000 or more, were used ; for 1944-1946, 
data for firms with sales of $4,000,000 or more; and 
for 1947-1953, data for firms with sales of $5,000,000 
or more. The alteration in limits between 1939 and the 
later years was adopted to allow for the volume increase 
which reporting firms experienced over the period 
considered. 


Completeness of Reported Data 

Many reporting firms did not keep such detailed 
records of expenses as the Bureau schedule required, 
and consequently, figures for every item of expense 
were not available on all reports. In determining the 
common figures the Bureau distinguished between un- 
reported items that might actually have represented 
zero quantities and those for which figures might have 
been included in other amounts. 

Because of the greater completeness of the expense 
records furnished by the larger firms and their more 
consistent adherence to the uniform practices set up 
by the Controllers’ Congress, the common figures for 
expense data for the larger firms are in general more 
significant than those for the smaller and moderate-size 
firms. 

The common figures presented in this bulletin are 
based not only on percentages of sales derived from 
dollar figures for margins, expenses, and profits, but 
also on other ratios computed from data provided in 
response to special questions on the Bureau forms. 
Whenever the averages computed for such supplemen- 
tary ratios permitted latitude in the selection of a typi- 
cal result, the common figures for related items were 
selected in such a way as to bear out the relationships 
among them that existed in the original data to the 
closest possible degree. This objective, of course, was 
not always mathematically possible. 

For certain supplementary items common figures 
were not published if the number of firms in the group 
providing the requisite data was small in relation to 
the total number or if the experience of reporting firms 
was widely divergent. A few common figures based on 
very limited samples are published in instances where 
relatively little variation in the experience of the report- 
ing firms occurred. 


Definitions of Major Items on the 
Profit and Loss Statement 


Net sales on the profit and loss statement represents 
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the volume of business done in owned selling depart 
ments only, and is computed by deducting from gross 
sales the amount of merchandise returned by customers 
and the allowances granted to customers 

Gross margin is net sales less total merchandise 
costs (net). The Bureau defines total merchandise costs 
(net) as the sum of three factors: (a) purchases of 
merchandise at net cost delivered at the store or ware 
house, that is, after cash discounts earned have been 
deducted and after inward freight, express, and truck 
age have been added; (b) alteration and workroom 
costs, net (costs less receipts from customers); and 
{c) the difference in merchandise inventories (Fifo 
basis) at the beginning and end of the year (a negative 
amount if ending inventories are larger). Firms which 
followed the last-in first-out method of inventory valua 
tion were requested to submit their reports on the basis 
of first-in first-out valuations at lower-of -cost-or-market 

Total expense, according to the Bureau's definition, 
includes not only actual expenditures and regular 
charges, such as those for depreciation, but also che-ges 
for interest on investment in plant and equipment used, 
in merchandise inventory, and in accounts receivable, 
regardless of the source of the capital invested in these 
various assets. Also, total expense includes charges for 
the salaries of proprietors, active partners, and ,chief 
executives, whether or not they actually were paid 
Salaries of inactive partners are treated as deductions 
from net gain, but pensions for all inactive employees, 
including executives not proprietors or partners, are 
considered as expense. Cash bonuses and contributions 
to formal profit-sharing and pension plans also are 
included as expense. Total expense, therefore, repre- 
sents the true long-run economic cost of conducting the 
merchandising or trading operations of the reporting 
stores. 

Some of the charges which are included in total 
expense according to the Bureau's classification are 
discussed later in this Appendix. Definitions also are 
included in the Bureau's leaflet, Explanation of Sched 
ule for Department and Specialty Stores: 1953, a copy 
of which will be mailed upon request. 

Net profit, as the Bureau uses the term, is the amount 
which remains after deducting total expense from gross 
margin (Fifo basis); or, stated differently, it is the 
amount which remains after deducting total cost, the 
sum of total merchandise costs (net) and total expense, 
as defined above, from net sales. Thus net profit is the 
profit after charges for capital (including that invested 
in real estate) and for management. It reflects the 
efhciency of a firm in the conduct of its merchandising 
operations and the profitableness of a concern as a 
merchandising enterprise. This figure, however, is not 
the net business profit before interest on owned capital 
which many businessmen customarily look upon as net 
profit and which the Bureau calls “net gain.” Net profit, 
as defined by the Bureau, affords a better basis for com 
paring the results of different firms and a more accurate 
index of operating efficiency than net gain 

Net other income includes receipts from leased 
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under Interest, below, an imputed charge for interest 
on selected assets is included as expense. This figure is 
credited together with any actual interest receipts in 
the other income account, and at the same time any 
actual payments of interest on borrowed capital are 
deducted. 

Net gain before federal taxes on income and 
excess profits is the total of net profit (Fifo basis) 
and net other income. It is the net earnings, including 
return on investment, after considering all miscellane- 
ous income or deductions other than federal income 
and excess profits taxes. Net gain is the figure which 
many merchants, bankers, and accountants have in mind 
when they speak of net profit, net business profit, or net 
earnings. The Bureau's treatment of cash discounts and 
interest in no way affects net gain. 

Federal taxes on income and excess profits is 
the actual provision for taxes on 1953 earnings reported 
on Form 1120, United States Corporation Income Tax 
Return, line 39. (Firms using the last-in first-out method 
of inventory valuation were requested to estimate what 
their taxes would have been had the Lifo method not 
been followed.) Partnerships and proprietorships in 
esnaiumanesiiceaspedeindaaetaier tdhenten 
liability. 

Classification of Expense 

The Bureau's classification of expense agrees sub- 
stantially with that set up by the Controllers’ Congress 
in its Expense Accounting Manual, published in 1928 
and revised in 1937, 1942, 1948, and 1950. There are, 
however, three important differences: those in the 
handling of (a) rentals and related items, (b) interest, 
and (c) professional services. These are the first three 
items discussed below 
Real Estate Costs 

To achieve the maximum degree of comparability 
between figures for firms owning their real estate and 
figures for firms leasing all or part of their real estate, 
the Bureau publishes an item called “real estate costs.” 
Real estate costs includes (for properties used in the 
business only) rentals, taxes, and insurance paid on 
leased real estate plus depreciation on leasehold im- 
provements and amortization of leasehold valuation; 
in addition, the account includes taxes, interest, insur- 
ance, and depreciation on owned real estate. Thus, the 
figures given in this bulletin for taxes, interest, insur- 
ance, and depreciation do not represent the total ex- 
penditures or charges for these items. They exclude all 
expenditures or charges related to real estate but include 
expenditures or charges on equipment. 


Interest 


In order to present a true picture of the actual costs 
of operating department stores and specialty stores, a 


3 See the discussion of Leased Departments on page 62. 
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charge for interest on the average value of certain assets 
carried on the books of a company has been added to 
the usual business expenses reported on the individual 
schedules. These assets include: merchandise inven- 
tories (Fifo basis), customers’ accounts receivable, rea! 
estate used in the business* (including land, buildings 
and improvements, and leaseholds), and fixtures and 
equipment. The instructions in the Expense Accounting 
Manual differ from the Bureau procedure with regard 
to the inclusion of customers’ accounts receivable among 
the assets on which interest is i 

Beginning with the study of 1946 results, such inter- 
est charges have been imputed at 4%, the rate adopted 
by the Board of Directors of the Controllers’ Congress 
of the NRDGA on June 18, 1946. Prior to the 1945 
study a 6% rate had been used, but for the 1945 survey 
a sliding scale was followed with rates varying accord- 
ing to the sales volume of each firm. All figures appear- 
ing in this bulletin for years prior to 1946 which were 
affected by changes in the interest rate have been revised 
for comparability with data for 1946-1953.° 

Interest paid on borrowed capital and interest re- 
ceived were not considered in arriving at the interest 
charges in the expense statement, but were considered 
in arriving at Net Other Income. 


Professional Services 


Included in professional services are expenses, mem- 
berships, dues, and fees for buying or research organi- 
zations, and for domestic and foreign buying offices. 
In order to secure comparability between firms that own 
their offices and those which use the services of other 
agencies, the Bureau considers tenancy charges on buy- 
ing offices as professional services rather than as real 
estate costs or as natural divisions of expense (rent, 
taxes, insurance, and depreciation) , the latter being the 
practice followed by the Controllers’ Congress. The 
Bureau also defines the central office expense for stores 
in ownership groups as professional services. 


Payroll 


The principal element of payroll requiring further 
explanation is Executive Compensation, which includes 
for proprietorships and partnerships an estimated 
charge for the services of owners who take an active 
part in managing their respective businesses. These 
estimates are reflected in the figures for total executive 
compensation as a percentage of sales and for average 
compensation per executive cited in Tables 7 through 
10. For corporations the latter dollar figures are based 
on data reported in Form 1120, United States Corpora- 
tion Income Tax Return, Schedule E. 


4 Interest on the average investment in real estate is included 
in real estate costs. 


5 The manner in which the adjustments were made is ex- 

ain in Bulletin No. 124, Operating Results of Department 

Stores in 1945, Appendix, page 51, and Bulletin 

Ne i , Operating ot of Department and Specialty Stores 
in 1946, ” Appendix, page 48. 
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In addition to executive compensation the payroll 
account includes: all items of compensation for services 
actually rendered, including cash bonuses based on 
profits; taxes withheld from employees’ wages; regular 
amounts of dismissal pay; and charges for the services 
actually performed by members of families of owners 
of unincorporated businesses. The payroll account ex- 
cludes: pensions and retirement allowances paid*; 
contributions to formal pension and profit-charing 
plans*; “salaries” of inactive partners; supper money* ; 
unusual amounts of dismissal pay*; payroll taxes paid 
by the store; salaries and wages chargeable to cost of 
merchandise in manufacturing, alteration, or service 
departments; and items of service billed by outside 


agencies. 


Taxes 


This item excludes taxes on real estate, which are 
included in real estate costs, and federal income and 
excess profits taxes, but includes payroll taxes, state 
income taxes, and such taxes on sales (gross income) 
as the stores were unable to collect directly from their 
customers. 


Other Definitions 
Stock Turn 


The stock-turn figures based upon beginning and 
ending inventories were computed as follows: by 
dividing total merchandise costs (net) as defined under 
gross margin (supra) by the average inventory as 
shown on the profit and loss statement, that is, at cost. 
The stock-turn figures based on average monthly in- 
ventories were computed through the use of thirteen 
monthly cost or retail inventory figures, whichever were 
furnished, divided into total merchandise costs or net 
sales, respectively. 


Derived Cumulative Markon 


Of the other items given in the tables, cumulative 
markon requires special explanation. The figures for 
cumulative markon in Tables 2, 8, 9, and 10 were not 
based on cumulative markon percentages reported by, 
or computed for, the individual firms; but rather were 
prepared through the use of the common figures for 
gross margin, alteration and workroom costs, total retail 
reductions, and cash discounts earned. 

In calculating the percentage of markon, of course, 
the original retail value before retail reductions had to 
be secured. For this purpose the figure 100%, repre- 
senting net sales, plus the common figure for total retail 
reductions as a percentage of net sales, was taken as 
original retail value expressed in terms of net sales. To 
secure the percentage of cumulative markon on invoice 
cost delivered, this original retail value was divided into 
the sum of the common figures for gross margin, alter- 
ation and workroom costs, and total retail reductions, 
less the amount of cash discounts earned, all expressed 


© Included in the unclassified account. 


STANDARDS 


ACT OF 1938 


2033 


as percentages of net sales. This dividend represented 
the difference between the original retail price of mer 
chandise sold and the delivered invoice cost of merchan 
dise sold expressed as percentages of net sales 

This definition may be put into the form of an equa 
tion as follows, all figures to the right of the equality 
sign being percentages of net sales 


Gross Margin + Alteration and Workroon 
Costs + Total Retail Reductions 
Cash Discounts Earned 


100 + Teta! Reta: Reductions 


Cumulative 
Markon 
(over invoice cost = 


delivered ) 


Using figures for department stores with $2,000,000 to 
$5,000,000 sales from Table 8, the computation of 
initial markon over invoice cost delivered is as follows 


35.8 + 055 + 74— 265 41.1 
100.0 + 74 107.4 


The resultant cumulative markon figure is a percentage 
of original (cumulative) retail value 


Number of Employees 


Figures for the number of salespeople and total num 
ber of employees entering into the common figures 
presented in Tables 8, 9, and 10 were obtained by 
converting the number of selling and nonselling man 
hours to the equivalent number of full-time employees 
In 1950, for the first time, employees «° leased depart 
ments were included in these calculations; but, con 
trary to the practice of the Controllers’ Congress, work 
room and delivery employees were included in the non 
selling category. 


Measurement of Productivity 


This year the Bureau again requested data on the 
aggregate number of paid hours for various functions 
and selected measures of productivity. From these data 
productivity ratios, workload factor, and payroll costs 
per unit produced were computed, and the results are 
presented in Tables 11 through 17. Since these ratios 
represent a comparatively new concept for department 
stores, and since the sample is not large, the figures in 
Tables 11 through 17 should not be considered as thor 
oughly representative of the trade as a whole 


Floor Space 


Figures for sales and transactions per square foot of 
selling space or per square foot of total space were 
based on data for total area of owned and leased de 
partments as reported to the Bureau. Selling space was 
defined as the total area used in selling, including aisles 
but excluding reserve stockrooms. Nonselling space was 
defined as all other floor space, including entrances, 
show windows, boiler and engine rooms, warehouses, 
remote delivery stations, etc. Firms were requested to 
submit average figures in the event that the area of 
buildings used in the business had changed in the course 
of the year. 
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Merchandise Lines 


The groupings of departments are those described in 
the Controllers’ Congress publication, Manual of De 
partmental Merchandise Content for Departmentized 
Stores. The sales of leased departments were included 
in the several groups. 


Leased Departments 


This year the Bureau continued its attempt to elim- 
inate the effects of leased departments so that its com- 
mon figures might reflect the operations of owned de- 
partments only and so that the figures for different 
stores would be essentially comparable regardless of 
differences in practice regarding leasing. The cooper- 
ating stores were asked to report the sales of their 
leased departments, the amount of commissions or 
rentals received from lessees, and the portion of the 
stores’ indirect expenses properly chargeable to leased 
departments. It was indicated that the sales of leased 
departments should be excluded from net sales; that 
direct expenses paid by the stores for the account of 
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lessees should be excluded from expense; and that the 
indirect expenses chargeable to leased sections similarly 
should be excluded. The amounts of net gain or loss 
from leased department operations were included in 
other income. 

In many instances, the reporting firms made all these 
adjustments and thus practically eliminated the effects 
of their leased department operations. Where the firms 
themselves did not do this, but were willing to estimate 
the amounts for various categories of indirect expense 
properly chargeable to leased departments, the Bureau 
carried out the appropriate adjustments in detail if 
leased department sales amounted to 10% or more of 
total sales. Where the basis for making such revisions 
was not provided and where leased department sales 
were 10% or more of total sales, the percentages which 
were most likely to be distorted by leased department 
operations were considered not comparable and were 
not used in arriving at the common figures published 
in this bulletin. The principal items thus omitted were 
real estate costs, supplies, service purchased, total ex- 
pense, net profit or loss, and net other income. 
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May 9%, 1855 
Mr. SOLOMON BaRKIN, 


Director of Research, Tertile Workers Union of America, 
99 University Place, New York 3,N.Y. 

Dear Mr. BarRKin: Thank you for your letter of April 28, fact sheet No. 15 
and your study, Substandard Conditions of Living. The material submitted wil! 
be included in the record. 

The staff and the members of the committee are in the process of evaluating 
your evidence for the existence of a 1.4 ratio between the percentage rise in the 
cost of living of the low-income groups and the percentage rise in prices for the 
population surveyed by the United States Bureau of Labor Statistics 

There is no question about the correctness of your basic assumptions. The 
actual ratio, however, depends upon the relative change of prices during specific 
periods, and you have not submitted any material for the period from 1949 to 
date. We have asked the Department of Labor to give us the relevant informa 
tion for this period, and would like to obtain comparable data from you. 

The Subcommittee on Labor has not yet received the comment of the Bureau 
of Labor Statistics on your various exhibits. We will communicate with you 
as soon as we obtain this information. 

Your cooperation in furnishing the additional information is appreciated. 

Faithfully yours, 


Paut H. Doveras 
May 12, 1955 
Senator Pau. H. DovuG as, 
Senate Office Building, Washington, D. C. 

Dear SENATOR DouGtias: I have your letter of May 9. In view of your close 
interest in the nature of the adjustment necessary for the changes in the cost 
of living of the low-income group as compared with the moderate-income group 
surveyed by the Bureau of Labor Statistics, I am filing one table as additional 
material to supplement our fact sheet No. 15 and Substandard Conditions of 
Living. 

Changes in consumers’ prices for low-income groups are different from that 
of the moderate-income groups for two reasons. The first is the differences in 
the proportion of income spent on different items. 

The second reason for the differences in consumers’ prices by income level is 
the contrasting price movements for the types of goods included in the BLS 
“market basket” and that consumed by the low-income groups. Mr. Hinrichs 
in his letter of April 15, 1944, indicated that “* * * our index of the cost of the 
goods purchased by wage earners and clerical workers are of higher quality 
than those which are specified for the ‘emergency’ budget” (appendix I to fact 
sheet No. 15). 

We have already submitted the data on overall trends between March 1935 
and January-February 1944 (table I, fact sheet No. 15). We are submitting 
herewith the same comparison for each of the items of the budget to show the 
differences in the trend. It may be interesting to note that the food item showed 
the least discrepancy since the food budget priced in 1944 was based on the 
more up-to-date concepts of nutrition available at that time. 

The food cost shown for March 1935 was estimated by applying the percentage 
change in the low cost family food plan for the United States between January 
1944 and March 1935 (based on Bureau of Labor Statistics price data) to the 
January 1944 cost. 

The other items, except rents, show marked differences (table A). 

In order to make similar comparisons for a later period it would be necessary 
to analyze the prices of items consumed by the people represented by the budget 
utilized in the 1944 survey of the cost of the emergency budget. Unfortunately, 
the Bureau of Labor Statistics in its 1953 revision eliminated the low-priced 
items so that this source of data is now not available. 

Sincerely yours, 


SOLOMON BARKIN. 
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TaBLE A.—Comparison of changes in the components of the Bureau of Labor 
Statistics Consumers’ Price Index and the cost of the WPA emergency budget, 
March 1935 to January-February 1944 


Consumers’ Price Index 
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1 Arithmetic mean of January and February indexes. 
2 Average New England and South Atlantic; excludes adjustment for food buying habits. 
a by TW UA-CIO; see Substandard Conditions of Living; excludes adjustment for food-buying 


‘ ned A applying Breet of difference in cost of low cost family focd plan between January 1944 
and March (based on of Labor Statistics price date) to January 1944 cost. 
8 Monthly ah a nous 1935. 
6 Electricity. 
7 Includes gas. 
8 Includes personal care, household supplies, unspecified essentials and miscellaneous items. 


WASHINGTON, D. C., May 31, 1955. 
Hon. PAUL DOUGLAs, 


Chairman, Subcommittee on Labor, 
Senate Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


DeArR SENATOR DoveLas: During the course of the recent hearings on pro- 
posed amendments to the Fair Labor Standards Act it was suggested that the 
employees of retail food chain stores are in need of minimum-wage coverage. 
An inference was drawn in the press that some of the largest chains, including 
Safeway Stores, Inc., were guilty of the payment of very low wages. 

This is not the case, and I am enclosing herewith a compilation showing the 
average wages paid to the employees of Safeway for the year 1954. This 
compilation shows: 

(a) Average hourly wages paid to grocery section employees, produce section 
employees, and meat section employees ; 

(b) Average annual earnings of food clerks, meatcutters, head meatcutters, 
and location managers ; 

(c) Location managers hourly wages by zones; 

(d) Food clerks hourly wages by zones; 

(e) Meat wrappers hourly wages by zones; 

(f) Meateutters hourly wages by zones; and 

(9g) Head meatcutters hourly wages by zones. 

I hope that you will accept this statement to help correct the misapprehen- 
sion that may have arisen in the public mind by virtue of the inaccurate reporting 
of the testimony before the subcommittee. 

Very respectfully yours, 
ELISHA HANSON, 
Attorney for Safeway Stores. 
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SAFEWAY Stores, INc. 
Average hourly wage rate paid to certain employees, year 1954 


Grocery section empleyess_.................... ‘ ' ; $1. 6&0 
Produce section employees__...________- ; : 1. 72 
Meat section employees ‘ aie : s 1.91 

NoTEe 1.—The hourly rate shown for the grocery section employees includes takeaway 


boys. This would be a tendency to reduce the hourly rate 


Note 2.—The hourly rate shown for the meat section includes the head meatcutters’ total 
compensation. 


Average annual earnings by class of employees, year 1954 


RR re onesies ccmnaeenas ada macce ; wa one ‘ $4, 268 
Meatcutters ; ia : : : 4, 725 
Head meatcutters ‘ hm 5, 612 


Location managers tae 7, 745 


Location managers’ hourly wage rates as of Apr. 28, 1955 


Zones (arranged alphabet- | Highest | Lowest Zones (arranged alphabet- Highest | Lowest 
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Food clerks’ hourly wage rates as of Apr. 28, 1955 
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Meatwrappers’ hourly wage rates as of Apr. 23, 1955 


| | ; - 
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Meatcutters’ hourly wage rates as of Apr. 23, 1955 


Zones (arranged alphabet-. | Highest | Lowest Zones (arranged alphabet- 
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Head meatcutters’ pomenes wage rates as of Apr. 28, 1955 
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